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CONTRACT FOR CONTINUUM OF CARE

34333
THIS CONTRACT FOR CONTINUUM OF CARE PROGRAM (this

"Contract") is made and entered into, in duplicate, as of July 13, 2016 for reference

purposes only, pursuant to a minute order adopted by the City Council of the City of Long

Beach at its meeting on June 6, 2015, by and between UNITED STATES VETERANS

INITIATIVE, a California nonprofit corporation ("Organization"), whose address is 2001

River Avenue, Long Beach, California 90810, and the CITY OF LONG BEACH, a municipal

corporation (the "City").

WHEREAS, the City has received a grant from the U.S. Department of

Housing and Urban Development ("HUD") called the "Continuum of Care Program" which

deals with the needs of the homeless; and

WHEREAS, Organization provides one or more of the following: transitional

housing, permanent housing, human or social services to low-income and homeless

residents; and

WHEREAS, as part of the 2015 Continuum of Care Program Grant

Agreement ("Grant Agreement"), the City is required to enter into subcontracts with

organizations that provide housing and supportive services to the homeless and the City

has selected Organization as a sub-recipient to provide supportive services using funding

from outside resources and facilitate the transition of homeless persons with disabilities

and their families into a stable housing environment; and

WHEREAS, the City Council has authorized the City Manager to enter into a

contract with Organization that provides program accountability by the City; and

WHEREAS, the City will make rental assistance payments to private

landlords for units occupied by eligible persons in accordance with the terms and conditions

described in the Grant Agreement;

NOW, THEREFORE, in consideration of the terms and conditions contained

herein, the parties agree as follows:
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Section 1.The above recitals are true and correct and the Grant

Agreement is incorporated herein by this reference. Organization shall comply fully

with the Grant Agreement.

Section 2.

A. Organization shall provide supportive services in conjunction

with housing, outreach and assessment, transitional housing and supportive

services, and permanent housing or permanent supportive housing to meet the

long-term needs of the homeless in accordance with the Grant Agreement,

Attachment "A" entitled "Scope of Work", Attachment "B" entitled "Budget",

Attachment "C" entitled "24 CFR 578 Homeless Emergency Assistance and Rapid

Transition to Housing: Continuum of Care Program; Interim Final Rule, Docket No.

FR-5476-1-01, Federal Register, Volume 77, No. 147, July 31, 2012", Attachment

"D" entitled "CFR Title 24, Subtitle A, Part 200 - Uniform Administrative

Requirements, Cost Principles, and Audit Requirements for Federal Awards, 1-1-15

Edition", also known as the OMB Super Circular (which supersedes requirements

from OMB Circular A-11 0, A-122 and A-133), Attachment "E" entitled "Health

Information in Compliance with the Health Insurance Portability and Accountability

Act of 1996 (HIPAA) and the Health Information Technology for Economic and

Clinical Health Act (HITECH Act) Business Associate Agreement", Attachment "F"

entitled "Certification Regarding Debarment", and Attachment "G" entitled

"Certification Regarding Lobbying", all of which are attached hereto and

incorporated by this reference, and the Long Beach Continuum of Care Grants

Guidelines, which have been provided to Organization and are incorporated by this

reference.

B. Organization shall be responsible for adherence to all policies,

procedures, rules and regulations contained in the 2015 HUD Continuum of Care

NOFA (Notice of Funding Availability), applicable OMB Circulars, Long Beach

Continuum of Care Grants Guidelines, this Contract and attachments A-G, the City
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Organization shall provide services as set forth in Attachment "A" of this

Contract, using funding from outside resources, in an amount at least equal in value to

twenty-five percent (25%) of the aggregate amount of rental assistance funded by HUD.

Organization agrees to provide the services described in this Contract

without any remuneration or compensation. Organization shall not be entitled to payment

or reimbursement for any tasks or services performed under this Contract, nor for any

incidental or administrative expenses whatsoever incurred in or incidental to performance

26 hereunder.
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of Long Beach Consolidated Plan, the Grant Agreement, the Request for Proposal

("RFP") and Organization's proposal in response to the RFP.

Section 3. The term of this Contract shall be the Operational Year

beginning on July 1, 2016 and ending on June 30, 2017, including an additional 6-

month post-operational period, unless sooner terminated as provided herein.

Section 4.

A. Organization shall affirmatively and aggressively use its best

efforts to seek and obtain all possible outside funding, cash and/or in-kind match at

the rate required by 24 CFR 578.73, and mainstream resources available to

continue the services identified in this Contract. Further, Organization shall maintain

cash reserves equivalent to three (3) months of funding necessary to provide

services under this Contract.

B. Total rental assistance to be provided under this Contract by

the City to private landlords for units occupied by eligible persons shall not exceed

Two Hundred Seventy-Four Thousand One Hundred Seventy-Six Dollars

($274,176) in grant funds over the term of this Contract. The City's obligation herein

is contingent upon the City's receipt of grant funds from HUD, as specified in

Attachment "B".

C. Each calendar quarter Organization shall, no later than fifteen

28 (15) days after the end of each quarter, submit to the City copies of cancelled checks
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B. In addition, Organization shall provide any information that the

City Auditor and other City representatives require in order to monitor and evaluate

Organization's performance hereunder. The City reserves the right to review and

request copies of all documentation related, directly or indirectly, to the program

funded by this Contract, including by way of example but not limited to, case files,

28 program files, policies and procedures. Organization shall provide all reports,
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and other documents supporting the required matching funds for the previous

quarter.

D. No later than thirty (30) days after the completion of the

Operational Year during the term of this Contract, Organization shall submit to the

City backup documentation supporting the required Organization matching funds,

and APR certified by one of Organization's officers or by its Executive Director.

Section 5.

A. Organization's records relating to the performance of this

Contract shall be kept in accordance with generally accepted accounting principles

and in the manner prescribed by the City. Organization's records shall be current

and complete. The City and HUD, and their respective representatives, shall have

the right to examine, copy, inspect, extract from, and audit financial and other

records related, directly or indirectly, to this Contract during Organization's normal

business hours to include announced and unannounced site visits during the term

of the Contract and thereafter. If examination of these financial and other records

by the City and/or HUD reveals that Organization has not used these matching funds

for the purposes and on the conditions stated in this Contract, then Organization

covenants, agrees to and shall immediately provide alternative match for that portion

of the matching funds which were improperly used. If Organization is unable to

provide alternative match for that portion of the matching funds, then the City will

terminate all activities of Organization under this Contract and pursue appropriate

legal action.
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documents or information requested by the City within three (3) days after receipt of

a written or oral request from a City representative, unless a longer period of time is

otherwise expressly stated by the representative.

C. Organization shall comply with HUD's Homeless Management

Information System (HMIS) requirements and ensure full participation in the City's

HMIS. Organizations that provide domestic violence and legal services have been

permitted by HUD to use a comparable database to capture required data elements

that comply with HMIS data and HUD reporting requirements.

D. If Organization spends Seven Hundred Fifty Thousand Dollars

($750,000) or more in Federal funds in an Operational Year, then Organization shall

submit an audit report to the City in accordance with OMB Super Circular no later

than thirty (30) days after receipt of the audit report from Organization's auditor or

no later than nine (9) months after the end of the Operational Year, whichever is

earlier. If Organization spends less than Seven Hundred Fifty Thousand Dollars

($750,000) in Federal grant funds in an Operational Year, submission of the audited

financial statement is required.

Section 6.

A. Organization will maintain the confidentiality of records

pertaining to any individual or family that was provided family violence prevention or

treatment services through the project.

B. The address or location of any family violence project assisted

with grant funds will not be made public, except with written authorization of the

person responsible for the operation of such project.

C. Organization will establish policies and practices that are

consistent with, and do not restrict, the exercise of rights provided by subtitle B of

title VII of the Homeless Emergency Assistance and Rapid Transition to Housing

(HEARTH) Act and other laws relating to the provision of educational and related

services to individuals and families experiencing homelessness.
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D. In the case of a project that provides housing or services to

families, Organization will designate a staff person to be responsible for ensuring

that children being served in the program are enrolled in school and connected to

appropriate services in the community, including early childhood programs such as

Head Start, part C of the Individuals with Disabilities Education Act, and programs

authorized under subtitle B of title VII of the Act.

E. Organization, its officers, and employees are not debarred or

suspended from doing business with the Federal Government.

F. Organization will provide information, such as data and reports,

as required by HUD.

Section 7.

A. In the performance of this Contract, Organization shall not

discriminate against any employee, applicant for employment or service, or

subcontractor because of race, color, religion, national origin, sex, sexual

orientation, gender identity, AIDS, HIV Status, AIDS related condition, age, disability

or handicap. Organization shall take affirmative action to assure that applicants are

employed or served, and that employees and applicants are treated during

employment or services without regard to these categories. Such action shall

include but not be limited to the following: employment, upgrading, demotion or

transfer; recruitment or recruitment advertising; layoff or termination; rates of payor

other forms of compensation; and selection for training, including apprenticeship.

B. Organization shall permit access by the City or any other

agency of the County, State or Federal governments to Organization's records of

employment, employment advertisements, application forms and other pertinent

data and records for the purpose of investigation to ascertain compliance with the

fair employment practices provisions of this Contract.

Section 8.

A. In performing services hereunder, Organization is and shall act
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A. Organization shall indemnify, protect and hold harmless City,

its Boards, Commissions, and their officials, employees and agents ("Indemnified

Parties"), from and against any and all liability, claims, demands, damage, loss,

obligations, causes of action, proceedings, awards, fines, judgments, penalties,

costs and expenses, arising or alleged to have arisen, in whole or in part, out of or

in connection with (1) Organization's breach or failure to comply with any of its

obligations contained in this Agreement, or (2) negligent or willful acts, errors,

28 omissions or misrepresentations committed by Organization, its officers,
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as an independent contractor and not as an employee, representative, or agent of

the City. Organization's obligations to and authority from the City are solely as

prescribed in this Contract. Organization expressly warrants that it will not, at any

time, hold itself out or represent that Organization or any of its agents, volunteers,

subscribers, members, officers or employees are in any manner officials, employees

or agents of the City. Organization shall not have any authority to bind the City for

any purpose.

B. Organization acknowledges and agrees that (a) the City will not

withhold taxes of any kind from Organization's compensation, (b) the City will not

secure workers' compensation or pay unemployment insurance to, for or on

Organization's behalf, and (c) the City will not provide, and Organization and

Organization's employees are not entitled to any of the usual and customary rights,

benefits or privileges of City employees.

Section 9. This Contract contemplates the personal services of

Organization and Organization's employees. Organization shall not delegate its duties

or assign its rights hereunder, or any interest therein or any portion thereof, without the

prior written consent of the City. Any attempted assignment or delegation shall be void,

and any assignee or delegate shall acquire no right or interest by reason of such

attempted assignment or delegation.

Section 10.
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employees, agents, subcontractors, or anyone under Organization's control, in the

performance of work or services under this Agreement (collectively "Claims" or

individually "Claim").

B. In addition to Organization's duty to indemnify, Organization

shall have a separate and wholly independent duty to defend Indemnified Parties at

Organization's expense by legal counsel approved by City, from and against all

Claims, and shall continue this defense until the Claims are resolved, whether by

settlement, judgment or otherwise. No finding or judgment of negligence, fault,

breach, or the like on the part of Organization shall be required for the duty to defend

to arise. City shall notify Organization of any Claim, shall tender the defense of the

Claim to Organization, and shall assist Organization, as may be reasonably

requested, in the defense.

Section 11.

A. Organization shall procure and maintain at Organization's

expense (which expense may be submitted to the City for reimbursement from grant

funds allocated to Organization if itemized on Attachment "B") for the duration of this

Contract the following insurance and bond against claims for injuries to persons or

damage to property that may arise from or in connection with the performance of

this Contract by Organization, its agents, representatives, employees, volunteers or

subcontractors.

(1) Commercial general liability insurance (equivalent in scope

to ISO form CG 00 01 11 85 or CG 00 01 1093) in an amount not less than

One Million Dollars ($1,000,000) per occurrence and Two Million Dollars

($2,000,000) general aggregate. Such coverage shall include but not be

limited to broad form contractual liability, cross-liability, independent

contractors liability, and products and completed operations liability. The

City, its Boards and Commission, and their officials, employees and agents

shall be named as additional insureds by endorsement (on the City's
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endorsement form or on an endorsement equivalent in scope to ISO form CG

20 10 11 85 or CG 20 26 11 85), and this insurance shall contain no special

limitations on the scope of protection given to the City, its Boards and

Commission, and their officials, employees and agents.

(2) Workers' Compensation insurance as required by the

California Labor Code.

(3) Employer's liability insurance in an amount not less than

One Million Dollars ($1,000,000) per claim.

(4) Professional liability or errors and omissions insurance in

an amount not less than One Million Dollars ($1,000,000) per claim.

(5) Commercial automobile liability insurance (equivalent in

scope to ISO form CA 00 01 06 92), covering Auto Symbol 1 (Any Auto) in an

amount not less than Five Hundred Thousand Dollars ($500,000) combined

single limit per accident.

(6) Blanket Honesty Bond in an amount equal to at least fifty

percent (50%) of the total amount to be disbursed to Organization hereunder

or Twenty-Five Thousand Dollars ($25,000), whichever is less, to safeguard

the proper handling of funds by employees, agents or representatives of

Organization who sign as the maker of checks or drafts or in any manner

authorize the disbursement or expenditure of said funds.

If delivering services to minors, seniors, or persons with disabilities,

Organization's Commercial General Liability insurance shall not exclude coverage

for abuse and molestation. If Organization is unable to provide abuse and

molestation coverage, it can request a waiver of this coverage from the City. The

City's Risk Manager will consider waiving the requirement if Organization can

demonstrate to the satisfaction of the City's Risk Manager that Organization has no

exposure, that the coverage is unavailable, or that the coverage is unaffordable. If

a request for a waiver is desired, Organization must submit a signed document on
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Organization's letterhead to the Director of the City's Department of Health and

Human Services, who will forward it to the City's Risk Manager, providing reasons

why the insurance coverage should be waived. Waivers will be considered on a

case by case basis.

B. Any self-insurance program, self-insured retention, or

deductible must be separately approved in writing by the City's Risk Manager or

his/her designee and shall protect the City, its Boards and Commission, and their

officials, employees and agents in the same manner and to the same extent as they

would have been protected had the policy or policies not contained retention or

deductible provisions. Each insurance policy shall be endorsed to state that

coverage shall not be reduced, non-renewed, or canceled except after thirty (30)

days prior written notice to the City, and shall be primary and not contributing to any

other insurance or self-insurance maintained by the City. Organization shall notify

the City in writing within five (5) days after any insurance required herein has been

voided by the insurer or cancelled by the insured.

C. Organization shall require that all contractors and

subcontractors that Organization uses in the performance of services under this

Contract maintain insurance in compliance with this Section unless otherwise

agreed in writing by the City's Risk Manager or his/her designee.

D. Prior to the start of performance, Organization shall deliver to

the City certificates of insurance and required endorsements for approval as to

sufficiency and form. The certificate and endorsements for each insurance policy

shall contain the original signature of a person authorized by that insurer to bind

coverage on its behalf. In addition, Organization, shall, within thirty (30) days prior

to expiration of this insurance, furnish to the City certificates of insurance and

endorsements evidencing renewal of the insurance. The City reserves the right to

require complete certified copies of all policies of Organization and Organization's

28 contractors and subcontractors, at any time. Organization shall make available to
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the City's Risk Manager or his/her designee during normal business hours all books,

records and other information relating to the insurance coverage required herein.

E. Any modification or waiver of these insurance requirements

shall only be made with the approval of the City's Risk Manager or his/her designee.

Not more frequently than once a year, the City's Risk Manager or his/her designee

may require that Organization, Organization's contractors and subcontractors

change the amount, scope or types of coverages if, in his or her sole opinion, the

amount, scope, or types of coverages herein are not adequate.

F. The procuring or existence of insurance shall not be construed

or deemed as a limitation on liability relating to Organization's performance or as full

performance of or compliance with the indemnification provisions of this Contract.

Section 12.

A. Organization certifies that, if grant funds are used for

renovation or conversion of the building for which the grant funds will be used, then

the building must be maintained as a shelter for or provide supportive services to

homeless individuals for not less than ten (10) years nor more than fifteen (15) years

according to a written determination delivered to Organization by the City, and such

determination shall state when the applicable period of time shall commence and

terminate in accordance with 24 CFR Part 578.81.

B. Organization certifies that the building for which the grant funds

will be used for supportive services, assessment and/or homeless prevention

services shall be maintained as a shelter or provider of programs for homeless

individuals during the term of this Contract.

C. Organization shall comply with all requirements of the City's

Municipal Code relating to building code standards in undertaking any activities or

renovations using grant funds.

D. Organization shall not commence services until the City's

Development Services has completed an environmental review under 24 CFR Part
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50, and Organization shall not commence such services until the City informs

Organization of the completion and conditions of said environmental review.

E. Organization shall provide reports as required by the City and

HUD and as required in this Contract and applicable laws and regulations.

F. In addition to, and not in substitution for, other terms of this

Contract regarding the provision of services or the payment of operating costs for

supportive services only or housing pursuant to 24 CFR Part 578, and except as

described in Section 12.G below, Organization shall not:

(1) Represent that it is, or may be deemed to be, a religious

or denominational institution or organization or an organization operated for

religious purposes that is supervised or controlled by or in connection with a

religious or denominational institution or organization.

(2) In connection with costs of services hereunder, engage

in the following conduct:

(a) discriminate against any employee or applicant

for employment on the basis of religion;

(b) discriminate against any person seeking housing

or related supportive services only on the basis of religion and will not

limit such services or give preference to persons on the basis of

religion;

(c) provide religious instruction or counseling,

conduct religious worship or services, engage in religious

proselytizing, or exert other religious influence in the provision of

services or the use of facilities and furnishings;

(3) In the portion of the facility used for housing or

supportive services only assisted in whole or in part under this Contract or in

which services are provided that are assisted under this Contract, contain

sectarian religious symbols or decorations.
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G. Organizations that are religious or faith-based are eligible, on

the same basis as any other organization, to participate in the Continuum of Care

Homeless Assistance program. However, an organization that participates in a

HUD funded program shall comply with the following provisions if it is deemed to be

a religious or faith-based organization.

(1) Organization may not engage in inherently religious

activities, such as worship, religious instruction, or proselytization, as part of

the programs or services funded under this Contract.

If Organization conducts such activities, the activities must be

offered separately, in time or location, from the programs or services funded

under this Contract, and participation must be voluntary for the beneficiaries

of the HUD funded programs or services.

(2) A religious or faith-based organization will retain its

independence from Federal, State, and local governments, and may continue

to carry out its mission, including the definition, practice, and expression of

its religious beliefs, provided that it does not use direct HUD funds to support

any inherently religious activities, such as worship, religious instruction, or

proselytization.

A religious or faith-based organization may use space in their

facilities to provide HUD funded services, without removing religious art,

icons, scriptures, or other religious symbols.

A religious or faith-based organization retains its authority over

its internal governance, and it may retain religious terms in its organization's

name, select its board members on a religious basis, and include religious

references in its organization's mission statements and other governing

documents.

(3) A religious or faith-based organization shall not, in

providing program assistance, discriminate against a program beneficiary or
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prospective program beneficiary on the basis of religion or religious belief.

(4) HUD funds may not be used for the acquisition,

construction or rehabilitation of structures to the extent that those structures

are used for inherently religious activities.

HUD funds may be used for the acquisition, construction, or

rehabilitation of structures only to the extent that those structures are used

for conducting eligible activities under this Section. Where a structure is used

for both eligible and inherently religious activities, HUD funds may not exceed

the cost of those portions of the acquisition, construction, or rehabilitation that

are attributable to eligible activities in accordance with the cost accounting

requirements applicable to HUD funds herein. Sanctuaries, chapels, or other

rooms that a HUD funded religious congregation uses as its principal place

of worship, however, are ineligible for HUD funded improvements.

Disposition of real property after the term of the grant, or any change in use

of the property during the term of the grant, is subject to government-wide

regulations governing real property dispositions.

H. Organization shall provide homeless individuals and/or families

with assistance in obtaining:

(1) Appropriate supportive services, including transitional

housing, permanent housing, physical health treatment, mental health

treatment, counseling, supervision and other services essential for achieving

independent living; and

(2) Other Federal, State, and local private assistance

available for such individuals, including mainstream resources.

I. Organization certifies that it will comply with all documents,

policies, procedures, rules, regulations and codes identified in Sections 2 and 12 of

this Contract and such other requirements as from time to time may be promulgated

by HUD.
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J. Organization shall execute a Certification Regarding

Debarment in the form shown on Attachment "F".

K. Organization shall execute a Certification Regarding Lobbying

in the form shown on Attachment "G".

Section 13. Organization certifies that it has established a Drug-Free

Awareness Program in compliance with Government Code Section 8355, that it has

given a copy of said Program to each employee who performs services hereunder, that

compliance with the Program is a condition of employment, and that it has published a

statement notifying employees that unlawful manufacture, distribution, dispensation,

possession or use of a controlled substance is prohibited and action will be taken for

violation.

Section 14. The City shall facilitate the submission of all reports

required by HUD based on information submitted by Organization to the City. The City

shall act as the primary contact for Organization to HUD for services provided under

this Contract. The City shall facilitate directly to HUD the submission of any information

related to all financial and programmatic matters in this Contract, including but not

limited to reimbursements of grant funds, requests for changes to Organization's

budget, requests for changes to Organization's application for grant funds and requests

for changes to Organization's Technical Submission.

Section 15. All notices given hereunder this Contract shall be in

writing and personally delivered or deposited in the U.S. Postal Service, certified mail,

return receipt requested, to the City at 2525 Grand Avenue, Long Beach, California

90815 Attn: Homeless Services Officer, and to Organization at the address first stated

above. Notice shall be deemed given on the date personal delivery is made or the date

shown on the return receipt, whichever is earlier. Notice of change of address shall be

given in the same manner as stated for other notices.

Section 16. The City Manager or his/her designee is authorized to

administer this Contract and all related matters, and any decision of the City Manager
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or hislher designee in connection with this Contract shall be final.

Section 17. Organization shall have the right to terminate this

Contract at any time for any reason by giving ninety (90) days prior notice of termination

to the City, and the City shall have the right to terminate all or any part of this Contract

at any time for any reason or no reason by giving five (5) days prior notice to

Organization. If either party terminates this Contract, all funds held by Organization

under this Contract which have not been spent on the date of termination shall be

returned to the City.

Section 18. This Contract, including all exhibits and attachments

hereto, constitutes the entire understanding of the parties and supersedes all other

agreements, oral or written, with respect to the subject matter herein.

Section 19. This Contract shall not be amended, nor any provision

or breach hereof waived, except in writing by the parties that expressly refers to this

Contract.

Section 20. The acceptance of any service or payment of any money

by the City shall not operate as a waiver of any provision of this Contract, or of any right

to damages or indemnity stated herein. The waiver of any breach of this Contract shall

not constitute a waiver of any other or subsequent breach of this Contract.

Section 21. This Contract shall be governed by and construed

pursuant to the laws of the State of California, without regard to conflicts of law

principles.

Section 22. In the event of any conflict or ambiguity between this

Contract and one or more attachments, the provisions of this Contract shall govern.
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UNITED STATES VETERANS
INITIATIVE, a California nonprofit
corporation

IN WITNESS WHEREOF, the parties have signed this document with all the

formalities required by law as of the date first stated above.

This Contract is approved as to form on --I,A,I"""""-f+----'------' 2016.

, 2016

_~'l !t~((+--/ _,2016
( (

RCZ:bg A16-01885
L:lAppsICtyLaw32IWPDocsID021IP027100648915.docx

"Organization"

CITY OF LONG BEACH, a municipal
corporation

~ EXECUTED PURSUA TBy / TO SECTION 301 F
~ City Manager THE Gil Y GHARTE

Assistant City Manager
"City"

IN, City Attorney

By ~"a£..-f-.lI~=------------
Deputy
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City of Long Beach
2015 Continuum of Care (CoC) Program

Scope of Work

Agency: United States Veterans Initiative Project Name: SPC 96/99

HUD Grant: CA0647U9D061508 CLB Contract: PENDING

Program Objective: SPC 96/99 isa rental assistance project that provides service-enriched housing for 32 homeless
disabled veterans (male or female) located at the Villages at Cabrillo campus. With US VETS as the dedicate provider
of veteran services for the Long Beach CoC, the project has been and remains a key part of the Long Beach
Continuum's effort to meet the nation's priority to end veteran homeless ness by 2015. The project utilizes a Housing
First strategy to specifically target chronically homeless veterans who are unsheltered in the Long Beach area. Current
turnover of units are prioritized for this CH population.
The SPC 96/99 project coordinates efforts with the Long Beach Centralized Assessment initiative based at the Multi-
Center Service. Specifically, veterans who are prioritized as "High Need" through the assessment and who meet the
chronically homeless definition are referred for potential placement in the project. The project participates in HMIS
ensuring data is complete and accurate.
Veterans served typically are long term substance abusers, have mental illness and physical disabilities or are dually
diagnosed, all of which are exacerbated by homeless ness. Income is often very low or non-existent. Case
management is provided through the clinical team composed of the Clinical Director, Program Coordinator and a VA
Case Manager. Guided by this team, each veteran develops a client-centered service plan with short and long-term
goals and objectives, including a pathway to greater self-sufficiency. Each veteran meets with an on-site Case
Manager on a regular basis to track progress, agree upon service plan modifications, and set new goals and activities.
Leveraged services include moving costs, utility deposits, case management, outreach, transportation, and housing
search and US VETS collaborates with the Long Beach VA for health care and treatment, and local food banks.
Participants also have access to SSI/SSDI TA through the local SOAR initiative led by Help Me, Help You, a partner co-
located at the MSC.

The project is located within the Villages at Cabrillo residential planned community. Available on site are job/vocational
training programs, a dining hall, community college courses, and a career center. Additional space provides outdoor
recreational space and buildings where services, counseling and group meetings are held. There are grocery stores
within a half-mile of the site, and a bus stop within two blocks of the site which provides access to broader community
amenities within Long Beach. Key outcomes of the program focus on HUD required outcomes including 88% housing
retention, 88% permanent housing stability (subsidized or unsubsidized), and 76% maintenance and increase in
income (all sources).

Outcomes/Performance Measures

Universe # Taraet# Taraet %

PSH: Persons remaining in permanent housing as of

1 the end of the operating year or exiting to permanent
32 28 88%housing (per data element 3.12 of the 2014 HMIS

Data Standards) during the operating year.

Adults who maintained or increased their total
2 income (from all sources) as of the end of the 32 24 75%

operating year or project exit.

Persons remaining in the permanent housing project
3 for 6 months or longer as of the end of the operating 32 28 88%

year.

Note: Universe number reflects project participant chart PIT
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City of Long Beach
Department of Health and Human Services

Homeless Services Division
Continuum of Care Program: Scope of Work

Additional HEARTH Act and Long Beach Continuum of Care (CoC) Compliance Requirements

Coordinated Entry System
(CES)

The agencywill participate in the Coordinated Entry System, ensuring that
any point of entry in the CoC provide participants with access to
stabilization and housing. The agency will participate in the CoC's CES
intake process. Participation includes direct service for and referrals to:
homeless programs, prevention and diversion, mainstream resources and
housing. Projects will prioritize referrals from the CEShubs, to fill project
vacancieswithin five (5) businessdays.

Outreach and
Engagement

The agency will participate in outreach and engagement of the street
homeless population including participation in the Long BeachCoCStreet
Outreach Network. The agency will utilize the HMIS to enter, document
and update data on outreach and engagement of the street homeless
population and follow protocol for adding participants onto the Chronic
Homeless Registry.

UniversalAssessment

Prioritization for
Permanent Supportive
Housing(PSH)Placement

The agency will utilize the Vulnerability Index-Service Prioritization
Decision Assistance Tool (VI-SPDAT),the Long Beach CoC's universal
assessment tool, to assessparticipant's housing and service needs. The
agency will follow the CoC's Written Standards guiding the use of the VI-
SPDAT.
The agency will participate in the Long Beach CoC PSH Placement
Prioritization Process. All PSHplacements will be prioritized according the
CoC's written prioritization process and aligned with HUD priorities. PSH
placements will come from the Housing Prioritization List established by
the Chronic HomelessRegistry.

HousingFirst The agency will utilize a Housing First approach per the awarded project
application. Housing First is a model of housing assistance that prioritizes
rapid placement and stabilization in permanent housing that does not
have service participation requirements or preconditions (such assobriety
or a minimum income threshold). It is an approach to: 1) quickly and
successfully connect individuals and families experiencing homelessness
to permanent housing, 2) without barriers to entry, such as sobriety,
treatment or service participation requirements, or 3) related
preconditions that might lead to the participant's termination from the
program. Supportive services are offered to maximize housing stability
and prevent returns to homelessness as opposed to addressing
predetermined treatment goals prior to permanent housing entry;
however, participation in supportive services is based on the needs and
desires of participants.

ATTACHMENT .....ll......... ./;
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CONTINUUM OF CARE PROJECT AND SYSTEM PERFORMANCE MEASURES
These performance measures set the standard for how effective the CoC is reducing the number of people who become homeless,
assisting people to become quickly and stably housed and preventing homelessness overall. All performance measures are inter-

related and help to provide a holistic view of system performance for the Long Beach Coc.

.";:"'i0::~~,~~~~~~~~;~~I,FT()~0';
'. '-'-'\-"':""." . ",.,-, , 1),rt!lJPJ~,<

I" ',/,{: .,!'\ !'. " "'T,_,- OBJECTNE'i>" '. """,.,"'" . ". ""'" .. , .... ".
~-,

Increase the number of persons exiting to permanent housing
80%~ Change in exit to permanent housing

Increase the number of persons remaining in permanent housing
80%~ Persons served in permanent housing projects retain permanent housing at (6 months)

Increase the number of persons served monthly
~ Increose persons served in emergency shelter, transitional housing projects and supportive 90%

services who exit to permanent housing destinations; increasing permanent housing placements
Increase residential project occupancy

~ Increase daily utilization of beds in emergency shelter, transitional housing and permanent
90%housing projects

~ Fillvacancies within five (5) business days
Persons age 18 or older increase employment income during operating year

20%~ Homeless adults being served in CoCprojects increase their earned income from year to year
and between their enrollment in the system and their exit

Persons age 18 or older increase other cash income during operating year
~ Homeless adults being served in CoCprojects increase their other income (i.e. GR,551,SOAR, 54%

TANF,VABenefits) from year to year and between their enrollment in the system and their exit
Reduce the number of persons experiencing homelessness for the first time - diversion/prevention

~ Decrease the number of people receiving CoCproject services for the first time
Reduce the length of time persons remain homeless LB - Lessthan

~ Change in the average and median length of time persons are in emergency shelter, transitional 9 months
housing and supportive services; HUD-30 days
Average = total days/total persons homeless during reporting period or less

Reduce the number of persons returning to homelessness
~ Decrease exits from permanent housing back to homelessness (not backwards to emergency

shelter or transitional housing programs)
<,yo" "';;'LONGBEACH PERFORMANCE OBJECTIVES

Reduce the length of stay in Transitional housing project
Less than 9~ Reduction of persons who are moving from transitional housing to permanent housing in less
monthsthan 9months. Expedite permanent housing placements in less than 9months from entry.

Reduce the number of persons exiting with Unknown Destination
~ Reduction of persons who are exiting from emergency shelter, or transitional housing with an Less than 5%

"Unknown destination"
Reduce the number of persons exiting with No Financial Resources

~ Reduction of homeless adults being served in CoCprojects who have "No identified earned Less than 5%
and/or other income" prior to exiting the project

Cost Effectiveness: # of permanent housing placements/total project budget including match < 5K
benchmark

These Performance Measures will:
.:. Reveal significant information about how well projects are functioning and where improvements are necessary .
•:. Help CoC's identify gaps in services across the Continuum of Care .
•:. Compel the projects to better target the populations they are serving;

o Where they are entering into the Long Beach CoC - tributaries to homelessness.
o Where they are exiting to after services are provided - Permanent housing goal
o Placements to emergency shelter and transitional housing projects coincide with supportive services in an

effort to achieve more rapid placements into permanent housing.

[
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EXHIBIT la

FEDERAL REGISTER
Vol. n
No. 147

Tuesday,

July 31, 201~

Part II

Department of Housing and Urban
Development
24 CFR Part 678
HomEllessEmergency Assistanqa and Rapid Transition to Housing:
Continuum of Care Program; Interim Final Rule
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45422 Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations

DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT

24 CFR Part 578
[Docket No. FR-5476-1-o1)

RIN 2506-AC29

Homeless Emergency Assistance and
Rapid Transition to Housing:
Continuum of Care Program

AGENCY: Office of the Assistant
Secretary for Community Planning and
Development, HUD.
ACTION: Interim rule.

SUMMARY: The Homeless Emergency
Assistance and Rapid Transition to
Housing Act of 2009 (HEARTHAct),
enacted into law on May 20,2009,
consolidates three of the separate
homeless assistance programs
administered by BUDunder the
McKinney-Vento Homeless Assistance
Act into a single grant program, and
revises the Emergency Shelter Grants
program and renames it the Emergency
Solutions Grants program. The HEARTH
Act also codifies in law the Continuum
of Care planning process, a longstanding
part of HUD's application process to
assist homeless persons by providing
greater coordination in responding to
their needs. The HEARTHAct also
directs BUD to promulgate regulations
for these new programs and processes.
This interim rule focuses on

regulatory implementation of the
Continuum of Care program, including
the Continuum of Care planning .
process. The existing homeless
assistance programs that comprise the
Continuum of Care program are the
following: the Supportive Housing
program, the Shelter Plus Care program,
and the Moderate Rehabilitation/Single
Room Occupancy (SRO)program. This
rule establishes the regulations for the
Continuum of Care program, and,
through the establishment of such
regulations, the funding made available
for the Continuum of Care program in
the statute appropriating Fiscal Yoar
(FY) 2012 funding for HUD can more
quickly be disbursed, consistent with
the HEARTHAct requirements, and
avoid any disruption in current
Continuum of Care activities.
DATES: Effective Date:August 30,2012.

Comment Due Date.October 1,2012.
ADDRESSES: Interested persons are
invited to submit comments regarding
this rule to the Regulations Division,
Office of General Counsel, 451 7th
Street SW., Room 10276, Department of
Housing and Urban Development,
Washington, DC20410-0500.
Communications must refer to the above

docket number and title. There are two
methods for submitting public
comments. All submissions must refer
to the above docket number and title.

1. Subniission of Comments by Mail.
Comments may be submitted by mail to
the Regulations Division, Office of
General Counsel, Department of
Housing and Urban Development, 451
7th Street SW., Room 10276,
Washington, DC 20410-0500.

2. Electronic Submission of
Comments. Interested persons may
submit comments electronically through
the Federal eRulemaking Portal at
www.regulations.gov. BUD strongly
encourages commenters to submit
comments electronically. Electronic
submission of comments allows the
commenter maximum time to prepare
and submit a comment, ensures timely
receipt by HUD, and enables BUD to
make them immediately available to the
public. Comments submitted
electronically through the
www.regulations.govWeb site can be
viewed by other commenters and
interested members of the public.
Commenters should follow the
instructions provided on that site to
submit comments electronically.
Note: To receive consideretion 88 public

comments, comments must be submitted
through ODeof the two methods specified
above. Again,all submissions must refer to
the docket number and title of the rule.

No Facsimile Comments. Facsimile
(FAX)comments are 'not acceptable.

Public Inspection of Public
Comments. All properly submitted
comments and communications
submitted to BUD will be available for
public inspection and copying between
8 a.m. and 5 p.m. weekdays at the above
address. Due to security measures at the
HUDHeadquarters building, an advance
appointment to review the public
comments must be scheduled by calling
the Regulations Division at 202-708-
3055 (this is not a toll-free number).
Individuals with speech or hearing
impairments may access this number
through TTY by calling the Federal
Relay Service at 800-877-8339. Copies
of all comments submitted are available
for inspection and downloading at
www.regulations.gov.
FOR FURTHER INFORMATION CONTACT: Ann
Marie Oliva, Director, Office of Special
Needs Assistance Programs, Office of
Community Planning and Development,
Department of Housing and Urban
Development, 451 7th Street SW.,
Washington, DC 20410-7000; telephone
number 202-708-4300 (this is not a toll-
free number). Hearing- and speech-
impaired persons may access this
number through TTYby calling the

Federal Relay Service at 800-877-8339
(this is a toll-free number).
SUPPLEMENTARY INFORMATION:

Executive Summary
Purpose of and Legal Authorityfor This
Interim Rule
This interim rule implements the

Continuum of Care program authorized
by the Homeless Emergency Assistance
and Rapid Transition to Housing Act of
2009 (HEARTHAct). Section 1504 of
the HEARTHAct directs HUD to
establish regulations for this program.
(See 42 U.S.C. 11301.) The purpose of
the Continuum of Care program is to
promote communitywide commitment
to the goal of ending homelessness;
provide funding for efforts by nonprofit
providers, and State and local
governments to quickly rehouse
homeless individuals and families while
minimizing the trauma and dislocation
caused to homeless individuals,
families, and communities by
homelessness; promote access to and
effective utilization of mainstream
programs by homeless individuals and
families; and optimize self-sufficiency
among individuals and families
experiencing homelessness.
The HEARTHAct streamlines BUD's

homeless grant programs by
consolidating the Supportive Housing,
Shelter Plus Care, and Single Room
Occupancy grant programs into one
grant program: The Continuum of Care
program. Local continuums of care,
which are community-based homeless
assistance program planning networks,
will apply for Continuum of Care grants.
By consolidating homeless assistance
grant programs and creating the
Continuum of Care planning process,
the HEARTHAct intended to increase
the efficiency and effectiveness of
coordinated, community-based systems
that provide housing and services to the
homeless. Through this interim final
rule. BUD will implement the
Continuum of Care program by
establishing the framework for
establishing a local continuum of care
and the process for applying for
Continuum of Care grants.
Summary of Major Provisions
The major provisions of this

rulemaking relate to how to establish
and operate a Continuum of Care, how
to apply for funds under the program,
and how to use the funds for projects
approved by HUD. These provisions are
summarized below.

1. General Provisions (Subpart A):
The Continuum of Care program
includes transitional housing,
permanent supportive housing for
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disabled persons, permanent housing,
supportive services, and Homeless
Management Information Systems
(HMIS). To implement the program,
HUD had to define several key terms. In
particular, HUD distinguishes between
"Continuum of Care," "applicant," and
"collaborative applicant." A .
"Continuum of Care" is a geographically
based group of representatives that
carries out the planning responsibilities
of the Continuum of Care program, as
set out in this regulation. These
representatives come from organizations
that provide services to the homeless, or
represent the interests of the homeless
or formerly homeless. A Continuum of
Care then designates certain
"applicants" as the entities responsible
for carrying out the projects that the
Continuum has identified through its
planning responsibilities. A
'."Continuum of Care" also designates
one particular applicant to be a
"collaborative applicant." The
collaborative applicant is the only entity
that can apply for a grant from HUD on
behalf of the Continuum that the
collaborative applicant represents.

2. Establishing and Operating a
Continuum of Care (Subpart B): In order
to be eligible for funds under the
Continuum of Care program,
representatives from relevant
organizations within a geographic area
must establish a Continuum of Care.
The three major duties of a Continuum
of Care are to: (1) Operate the
Continuum of Care, (2) designate an
HMIS for the Continuum of Care, and
(3) plan for the Continuuni of Care. HUD
has delineated certain operational
requirements of each Continuum to help
, measure a Continuum's overall
performance at reducing homelessness,
in addition to tracking of performance
on a project-by-project basis. In
addition, each Continuum is responsible
for establishing and operating a
centralized or coordinated assessment
system that will provide a
comprehensive assessment of the needs
of individuals and families for housing
and services. HUD has also defined the
minimum planning requirements for a
Continuum so that it coordinates and
implements a system that meets the
needs of the homeless population
within its geographic area. Continuums
are also responsible for preparing and
overseeing an application for funds.
Continuums will have to establish the
funding priorities for its geographic area
when submitting an application.

3. Application and Grant Award
Process (Subpart C):The Continuum of
Care grant award process begins with a
determination of a Continuum's
maximum award amount. As directed

by statute, HUD has developed a
formula for determining award amounts
that includes the following factors: A
Continuum's Preliminary Pro Rate Need
(PPRN) amount; renewal demand; any
additional increases in amounts for
leasing, rental assistance, and operating
costs based on Fair Market Rents,
planning and Unified Funding Agency
cost funds, and amounts available for
bonus dollars. HUD has established
selection criteria for determining which
applications will receive funding under
the Continuum of Care program.
Recipients awarded Continuum of Care
funds must satisfy several conditions
prior to executing their grant
agreements. All grants submitted for
renewal must also submit an annual
performance report. For those
applicants not awarded funding, the
process also provides an appeals
process.

4. Program Components and Eligible
Costs (Subpart D): Continuum of Care
funds may be used for projects under
five program components: Permanent
housing, transitional housing,
supportive services only, HMIS, and, in
some limited cases, homelessness
prevention. The rule further clarifies
how the following activities are
considered eligible costs under the
Continuum of Care program: Continuum
of Care planning activities, Unified
Funding Agency costs, acquisition,
rehabilitation, new construction,
leasing, rental assistance, supportive
services, operating costs, HMIS, project
administrative costs, relocation costs,
and indirect costs.

5. High-Performing Communities
(Subpart E): HUD will annually, subject
to the availability of appropriate data,
select those Continuums of Care that
best meet application requirements to be
designated a high-performing
community (HPC).An HPC may use
grant funds to provide housing
relocation and stabilization services,
and short- and/or medium-terin rental
assistance to individuals and families at
risk of homeless ness. This is the only
time that Continuum of Care funds may
be used to serve individuals and
families at risk of homelessness.

6. Program Requirements (Subpart F):
All recipients of Continuum of Care
funding must comply with the program
regulations and the requirements of the
Notice of Funding Availability that HUD
will issue each year. Notably, the
HEARTH Act requires that all eligible
funding costs, except leasing, must be
matched with no less than 25 percent
cash or in-kind match by the
Continuum. Other program
requirements of recipients include:
Abiding by housing quality standards

and suitable dwelling size, assessing
supportive services on an ongoing basis,
initiating and completing approved
activities and projects Within certain
timelines, and providing a formal
process for termination of assistance to
participants who violate program
requirements or conditions of
occupancy. , ,
7. Grant Administration (Subpart G):

To effectively administer the grants,
HUDwill provide technical assistance
to thosa who apply for Continuum of
Care funds, as well as those who are
selected for Coritinuum of Care funds.
After having been selected for funding,
grant recipients must satisfy certain
recordkeeping requirements so that
HUD can assess compliance with the
program requirements. For any
amendments to grants after the funds
have been awarded, HUD has
established a separate amendment ,
procedure. As appropriate. BUD has
also established sanctions to strengthen
its enforcement procedures.
Benefits and Costs
This interim rule is intended to help

respond to and work toward the goal of
eliminating homelessness. This interim
rule provides greater clarity and
guidance about planning and
performance review to the more than
430 existing Continuums of Care that
span all 50 states and 6 United States
territories. As reported in HUD's Annual
Homelessness Assessment Report to
Congress, there were approximately 1.59
million homeless parsons who entered
emergency shelters or transitional
housing in FY 2010. HUD serves
roughly half that many persons, nearly
800,000 annually, through its three
programs that will be consolidated into
the Continuum of Care program under
the McKinney-Vento Act as amended by
the HEARTHAct (i.e., Shelter Plus Care,
Supportive Housing Program, Single
Room Occupancy). The changes
initiated by this interim rule will
encourage Continuums of Care to
establish formal policies and review
procedures, including evaluation of the
effectiveness of their projects, by
emphasizing performance measurement
and developing performance targets for
homeless populations. HUD is confident
that this systematic review by
Continuums of Care will lead to better
use of limited resources and more
efficient servicemodels, with the end
result of preventing and ending
homelessness.
The Consolidated and Further

Continuing Appropriations Act, 201,2
(Pub. L. 112-55) appropriated
$1,593,000,000 for the Continuum of
Care and Rural Housing Stability
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Assistance programs. Upon publication
ofthis rule, those FY 2012 funds will be
available for distribution, as governed
by these Continuum of Care regulations.
I. Background-HEARTII Act
On May 20, 2009, the President

signed into law "An Act to Prevant
Mortgage Foreclosures and Enhance
Mortgage Credit Availability," which
became Public Law 111-22. This law
implements a variety of measuree
directed toward keeping individuals
and families from losing their homes,
Division B of this law is the HEARTH
Act, which consolidates and amends
three separate homeless assistance
programs carried out under title IV of
the McKinney-Vento Homeless
Assistance Act (42 U.S.C. 11371 et seq.)
(McKinney-Vento Act) into a single
grant program that is designed to
improve administrative efficiency and
enhance response coordination and
effectiveness in addressing the needs of
homeless persons. The HEARTHAct
codifies in law and enhances the
Continuum of Care planning process,
the coordinated response to addressing,
the needs of the homeless, which was
established administratively by RUD in
1995. The single Continuum of Care
program established by the HEARTH
Act consolidates the following
programs: The Supportive Housing
program, the Shelter Plus Care program,
and the Moderate Rehl!hilitation/Single
Room Occupancy program. The
Emergency Shelter Grants program is
renamed the Emergency Solutions
Grants program and is revised to
broaden existing emergency shelter and
homelessness prevention activities and
to add short- and medium-terril rental
assistance and services to rapidly
rehouse homeless people. The HEARTH
Act also creates the Rural Housing
Stability program to replace the Rural
Homelessness Grant program.
Hun commenced the process to

implement the HEARTHAct with
rulemaldng that focused on the
definition of "homeless." Hun
published a proposed rule, entitled
"Defining Homeless" on April 20, 2010
(75 FR 20541), which was followed by
a final rule that was published on
December 5, 2011 (76 FR 75994). The
Defining Homeless rule clarified and
elaborated upon the new McKinney-
Vento Act definitions for "homeless"
and "homeless individual with a
disability." In addition, the Defining
Homeless rule included recordkeeping
requirements related to the "homeless"
definition. On December 5, 2011, HUD
elso published an interim rule for the
Emergency Solutions Grants program
(76 FR 75954). This interim rule

established the program requirements
for the Emergency Solutions Grants
program and contained corresponding
amendments to the Consolidated Plan
regulations. On December 9, 2011, HUD
continued the process to implement the
HEARTH Act, with the publication of
the proposed rule titled "Homeless '
Management Information Systems'
Requirements" (76 FR 76917), which
provides for uniform technical
requirements for Homeless Management
Information Systems (HMIS), for proper
data collection and maintenance of the
database, and ensures the
confidentiality of the information in the
database. Torley's publication of the
interim rule for the Continuum of Care
program continues HUD's
implementation of the HEARTHAct.
This rule establishes the regulatory

framework for the Continuum of Care
program and the Continuum of Care
planning process, including
requirements applicable to the
establishment of a Continuum of Care.
Prior to the amendment of the
McKinney-Vento Act by the HEARTH
Act, Hun's competitively awarded
homeless assistance grant funds were
awarded to organizations that
participate in local homeless assistance
program planning networks referred to
as a Continuum of Care, a system
administratively established by HUD in
1995. A Continuum ofCaril is designed
to address the critical problem of
homelessness through a coordinated
community-based process of identifying
needs and building a system of housing
and services to address those needs. The
approach is predicated on the
understanding that homelessness is not
caused merely by a lack of sheIter, but
involves a variety of underlying, unroet
needs-physical, economic, and social.
The HEARTH Act not only codified in

law the planning system known as
Continuum of Care, but consolidated the
three existing competitive homeless
assistance grant programs (Supportive
Housing, Shelter Plus Care, and Single
Room Occupancy) into the single grant
program known as the Continuum of
Care program. The consolidation of the
three existing homeless assistance
programs into the Continuum of Care
grant program and the codification in
law of the Continuum of Care planning
process are intended to increase the
efficiency and effectiveness of the
coordination of the provision of housing
and services to address the needs of the
homeless. The regulations established
by this rule are directed to carrying out
this congressional intent.

n. Overview of Interim Rule
As amended by the HEARTHAct,

Subpart C of the McIGniley-Vento
Homeless Assistance Act establishes the
Continuum of Care program. The
purpose of the program. is to promote
communitywide commitment to the
goal of ending homelessness: provide
funding for efforts by nonprofit
providers, and State and local
governments to quickly rehouse
homeless individuals and families while
minimizing the trauma and disl~tion
caused to homeless individuals,
families, and communities by
homelessness: promote access to and
effective utilization of mainstream
programs by homeless individuals and
families; and optimize self-sufficiency
among individuals and families
experiencing homelessness.
This interim rule establishes the

Continuum of Care as the planning body
responsible for meeting the goals ofthe
Continuum of Care program.
Additionally, ip order to meet the
purpose of the HEARTH Act,
established in section 1002(b), and the
goals of "Opening Doors: Federal
Strategic Plan to Prevent and End
Homelessness," the Continuum of Care
must be involved in the coordination of
other funding streams and resources-
federal, local, or private-of targeted
homeless programs and other
mainstream resources. In many
communities, the Continuum of Care is
the coordinating body, while in other
communities it is a local Interagency
Council on Homelessness (both would
be acceptable forms of coordination
under this interim rule). As noted
earlier, HUD published on December 9,
2011, a proposed rule to establish HMIS
regulations in accordance with the
HEARTHAct However, while the
HEARTHAct directed that regulations
be established for HMIS, HMIS is not
new to many BUD grantees. Until
regulations for HMIS are promulgated in
final, grantees should continue to follow
RUD's existing HMIS instructions and
guidance.
The following provides an overview

of the proposed rule.
General Provisions (Subpcut A)

Purpose and scope. The Continuum of
Care program. is designed to promote
community-wide goals to end
homelessness; provide funding to
quickly rehouse homeless individuals
(including unaccompanied youth) and
families while minimizing trauma and
dislocation to those persons; promote
access to, and effective utilization of,
mainstream programs; and optimize
self-sufficiency among individuals and
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families experiencing homelessness.
The program is composed of transitional
housing, permanent supportive housing
for disabled persons, permanent
housing, supportive services, and HMIS.

Definitions. The interim rule adopts
the definitions of "developmental
disability," "homeless," "homeless
individual," and "homeless person"
established by the December 5, 2011
Defining Homeless final rule. Public
comments have already been solicited
and additional public comment is not
solicited through this rule. The
December 5, 2011, final rule was
preceded by an April 20, 2010,
proposed rule, which sought public
comment on these definitions. The final
definitions of these terms took into
consideration the public comments
received on the proposed definitions as
set out in the April 20, 2010, proposed
rule. This interim rule adopts the
definition of "at risk of homelessness"
established by the December 5, 2011,
the Emergency Solutions Grants
program interim rule. The interim rule
sought public comment on this
definition, and additional public
comment is not being sought through
this rule.
HUD received valuable public

comment on the definition of
"chronically homeless," through the
public comment process on the
Emergency Solutions Grants program
interim rule. Based on public comment,
this rule for the Continuum of Care
program is not adopting the full
definition of "chronically homeless"
that was included in the conforming
amendments to the Consolidated Plan
that were published as a part of the
Emergency Solutions Grants program
rule. Commenters raised concerns with
the meaning of the phrase "where each
homeless occasion was at least 15
days." The concerns raised about this
phrase, used for the first time in a
definition of "chronically homeless,"
has caused HUD to reconsider
proceeding to apply a definition that
includes this phrase, without further
consideration and opportunity for
comment. In this rule, HOD therefore
amends the definition of "chronically
homeless" in the Consolidated Plan
regulations to strike this phrase. The
removal of this phrase returns the
definition to one with which service
providers are familiar. The following
highlights key definitions used in the
Continuum of Care program regulations,
and HUDsolicits comment onthese
definitions.

Applicant is defined to mean an
entity that has been designated by the
Continuum of Care 8S eligible to apply
for assistance on behalf of that

Continuum. HUD highlights that the Act
does not contain different definitions for
"applicant" and "collaborative
applicant." HUD distinguishes between
the applicant(s) designated to apply for
and carry out projects (the "applicant")
'and the collaborative applicant
designated to apply for a grant on behalf
of the Continuum of Care (the
"collaborative applicant"). Please see
below for more information on the
definition of a collaborative applicant,
which is the only entity that may apply
for and receive Continuum of Care
planning funds.

Centralized or coordinated
assessment system is defined to mean a
centralized or coordinated process
designed to coordinate program
participant intake, assessment, and
provision of referrals. A centralized or
coordinated assessment system covers
the geographic area, is easily accessed
by individuals and families seeking
housing or services, is well advertised,
and includes a comprehensive and
standardized assessment tool. This
definition establishes basic minimum
requirements for the Continuum's
centralized or coordinated assessment
system.

Collaborative applicant is defined to
mean an eligible applicant that has been
designated by the Continuum of Care to
apply for a grant for Continuum of Care
planning funds on behalf of the
Continuum. As discussed above, the
"applicant" is the entity(ies) designated
to apply for and carry out projects on
behalf of the Continuum. In contrast to
the definition of "applicant" above, the
collaborative applicant applies for a
grant to carry out the planning activities
on behalf of the Continuum of Care. The
interim rule simplifies the statutory
language in order to make the
Continuum of Care planning process
clear.
HUD highlights that its definition of

collaborative applicant does not track
the statutory definition, which is found
in section 401 of the McKinney·Vento
Act. As will be discussed in further
detail later in this preamble, the concept
of collaborative applJcant, its duties and
functions, as provided in the statute, is
provided for in this rule. However, HUD
uses the term Continuum of Care to refer
to the organizations that carry out the
duties and responsibilities assigned to
the collaborative applicant, with the
exception of applying to HUD for grant
funds. The clarification is necessary in
this rule because Continuums of Care
are not required to be legal entities, but
HUD can enter into contractual
agreements with legal entities only.

Continuum of Care and Continuum
are defined to mean the group that is
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rule and will be discussed later in this
preamble.

Private nonprofit organization is
based on the statutory definition for
"private nonprofit organization." The
term "private nonprofit organization" is
defined in section 424 of the McKinney-
Vento Act as follows: "The term 'private
nonprofit organization' means an
organization: '(A) No part of the net
earnings of which inures to the benefit
of any member, founder, contributor, or
individual; [B) that has a voluntary
board; (C) that has an accounting
system, or has designated a fiscal agent
in accordance with requirements
established by the Secretary; and (D)
that practices nondiscrimination in the
provision of assistance.' " In HUD's
regulatory definition of "private
nonprofit organization," HUD clarifies
that the organization's accounting
System must be functioning and
operated in accordance with generally
accepted accounting principles. HUD
has included this language to make
certain that accounting systems are
workable and abide by definite, accurate
standards. As reflected in the statutory
definition of "private nonprofit
organization," HUD may establish
requirements for the designation of a
fiscal agent. HUD has determined that
the fiscal agent, such as a Unified
Funding Agency, a term that is also
defined in section 424 of the McKinney-
Vento Act, must maintain a functioning
accounting system for the organization
in accordance with generally accepted
accounting principles.

Permanent housing is consistent with
the statutory definition of "permanent
housing" in section 401 of the
McKinney-Vento Act, but does not track
the statutory language. HUD's regulatory
definition of "permanent housing"
states: "The term 'permanent housing'
means community-based housing
without a designated length of stay, and
includes both permanent supportive
housing and rapid re-housing."
Additionally, in the regulatory
definition of "permanent housing,"
HUD clarifies that to be permanent
housing, "the program participant must
be the tenant on a lease for a term of at
least one year that is renewable and is
terminable only for cause. The lease
must be renewable for terms that are a
minimum of one month long. HUD has
determined that requiring a lease for a
term of at least one year that is
renewable and terminable only for
cause, assists program participants in
obtaining stability in housing, even
when the rental assistance is temporary.
These requirements are consistent with
Section B requirements.

Specific request for comment. HUD
specifically requests comment on
requiring a lease for a term of at least
one year to be considered permanent
housing.

Project is consistent with the statutory
definition of "project" in section 401 of
the McKinney-Vento Act, but does not
track the statutory language. Section 401
defines "project" as, with respect to
activities carried out under subtitle C,
eligible activities described in section
423(a), undertaken pursuant to a
specific endeavor, such as serving a
particular population or providing a
particular resource. In HUD's definition
of "project" in this interim rule, the
eligible activities described in section
423(a) of the McKinney-Vento Act have
been identified. In the regulatory text,
HUD has clarified that it is a group of
one or more of these eligible costs that
are identified as a project in an
application to HUD for Continuum of
Care funds.

Recipient is defined to mean an
applicant that signs a grant agreement
with HUD. HUD's definition of
"recipient" is consistent with the
statutory definition of "recipient," but
does not track the statutory language.
Section 424 of the McKinney-Vento Act
defines "recipient" as "an eligible entity
who-tAl submits an application for a
grant under soction 422 that is approved
by the Secretary; (Bl receives the grant
directly from the Secretary to support
approved projects described in the
application; and (C)(i) serves as a project
sponsor for the projects; or (iil awards
the funds to project sponsors to carry
out the projects." All of the activities
specified by the statutory definition are
in the rule: (A) and (B) are contained in
the definition and (C) is covered in the
sections of the rule dealing with what a
recipient can do with grant funds.

Safe haven is based on the definition
of safe haven in the McKinney-Vento
Act prior to amendment by the
HEARTH Act. Although no longer used
in statute, HUD's position is that the
term remains relevant for
implementation of the Continuum of
Care program and, therefore, HUD
proposes to include the term in the
Continuum of Care program regulations.
The term "safe haven" is used for
purposes of determining whether a
person is chronically homeless. The
housing must serve hard-to-reach
homeless persons with severe mental
illness who came from the streets and
have been unwilling or unable to
participate in supportive services. In
addition, the housing must provide
24-hour residence for eligible persons
for an unspecified period, have an
overnight capacity limited to 25 or

fewer persons, and provide low-demand
services and referrals for the residents.

Subrecipient is defined to mean a
private nonprofit organization, State or
local government, or instrumentality of
a State or local government that receives
a subgrant from the recipient to operate
a project. The definition of
"subrecipient" is consistent with the
definition of "project sponsor" found in
section 401 of the McKinney-Vento Act,
but does not track the statutory
language. To be consistent with the
Emergency Solutions Grants program
regulation, and also to ensure that the
relationship between the recipient and
subrecipient is clear, HUD is using the
term subrecipient, instead of project
sponsor, throughout this regulation.

Transitional housing is based on the
definition of "transitional housing" in
section 401 of the McKinney-Vento Act,
as follows: "The term 'transitional
housing' means housing, the purpose of
which is to facilitate the JIlovement of
individuals and families experiencing
homelessness to permanent housing
within 24 months or such longer period
as the Secretary determines necessary."
The definition has been expanded to
distinguish this type of housing from
emergency shelter. This distinction is
necessitated by the McKinney-Vento
Act's explicit distinction between what
activities can or cannot be funded under
the Continuum of Care program. The
regulatory definition clarifies that, to be
transitional housing, program
participants must have signed a lease or
occupancy agreement that is for a term
of at least one month and that ends in
24 months and cannot be extended.

Unified Funding Agency (uPA) means
an eligible applicant selected by the
Continuum of Care to apply for a grant
for the entire Continuum, which has the
capacity to carry out the duties
delegated to a UFA in this rule, which
is approved by HUD and to which HUD
awards a grant. HUD's regulatory
definition of UFA departs slightly from
the statutory definition. The statutory
definition refers to the collaborative
applicant. The differences between the
statutory definition and HUD's
regulatory definition reflect HUD's
substitution of Continuum of Care for
collaborative applicant.

Establishing and Operating the
Continuum of Care (Subpart B)

In general. The statutory authority for
the Continuum of Care program is
section 422 of the McKinney-Vento Act.
As stated under section 1002 of the
HEARTH Act, one of the main purposes
of the HEARTH Act is to codify the
Continuum of Care planning process.
Consequently, under this interim rule,
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HUD focuses on the rules and
responsibilities of those involved in the
Continuum of Care planning process
and describes how applications and
grant funds will be processed.
As discussed earlier in the preamble,

Hun's interim rule provides for the
duties and functions of the collaborative
applicant found in section 401 of the
McKinney-Vento Act to be designated to
the Continuum of Care, with the
exception of applying to Hun for grant
funds. HUD chose this approach
because the Continuum might not be a
legal entity, and therefore cannot enter
into enforceable contractual agreements,
but is the appropriate body for
establishing and implementing
decisions that affect the entire
geographic area covered by the
Continuum, including decisions related
to funding. This approach allows the
Continuum to retain its duties related to
planning and prioritizing need
(otherwise designated by statute to the
collaborative applicant), while the
authority to sign a grant agreement with
HUD is designated to an eligible
applicant that can enter into a
contractual agreement. All of the duties
assigned to the Continuum are based on
the comparable duties of section 402(1)
of the McKinney-Vento Act.
Subpart B of the interim rule

identifies how Continuums of Care are
established, as well as the required
duties and functions of the Continuum
of Care.

Establishing the Continuum of Care.
In order to be eligible for funds under
the Continuum of Care program,
representatives from relevant
organizations within a geographic area
must establish a Continuum of Care. As
discussed earlier in this preamble, this
body is responsible for carrying out the
duties identified in this interim
regulation. Representatives from
relevant organizations include nonprofit
homeless assistance providers, victim
service providers, faith-based
organizations, governments, businesses,
advocates, public housing agencies,
school districts, social service providers,
mental health agencies, hospitals,
universities, affordable housing
developers, law enforcement, and
organizations that serve veterans and
homeless and formerly homeless
individuals. Where these organizations
are located within the geographic area
served by the Continuum of Care, Hun
expects a representative of the
organization to be a part of the
Continuum of Care.

Specific request for comment. HUD
specifically requests comments on
requiring Continuums of Care to have a
board that melees the decisions for the

Continuum. Hun requires two
characteristics for all board
compositions. These characteristics are
that the Board must be representative of
the subpopulations of homeless persons
that exist within the geographic area,
and include a homeless or formerly
homeless person. Continuums will have
2 years from the effective date of the
interim rule to establish a board that
meets the criteria established in this
section. No board member may
participate or influence discussions or
decisions concerning the award of a
grant or other financial benefits for an
organization that the member
represents. .
HUD is considering four additional

characteristics for all board
compositions for incorporation in the
final rule. Hun did not implement them
at this stage in order to seek public
comment prior to implementing them as
requirements. HUD proposes that all
boards must have a chair or co-chairs;
be composed of an uneven number.
serving staggered terms; include
members from the public and private
sectors; and include a member from at
least one Emergency Solutions Grants
program (ESG)recipient's agency
located within the Continuum's
geographic area. HUD is requesting
comment on all of these proposed
requirements; however, Hun
specifically requests comments from
Continuums of Care and ESG recipients
on the requirement that the Board
include an ESG recipient as part of its
membership. HUD invites ESG
recipients and Continuums to share
challenges that will be encountered
when implementing this requirement.
Ensuring that ESG recipients are
represented on the Board is important to
HUD; therefore, in communities where
ESG recipients and/or Continuums do
not feel this requirement is feasible,
Hun asks commenters to provide
suggestions for how ESGrecipients can
be involved in the Continuum at one of
the core decision-malcing levels.

Responsibilities of the Continuum of
Care.The interim rule establishes three
major duties for which the Continuum
of Care is responsible: To operate the
Continuum of Care, to designate an
HMIS for the Continuum of Care, and to
plan for the Continuum of Care.
This section of the interim rule

establishes requirements within these
three major duties.

Operating the Continuum of Care. The
interim rule provides that the
Continuum of Care must abide by
certain operational requirements. These
requirements will ensure the effective
management of the Continuum of Care
process and ensure that the process is

inclusive and fair. HUD has established
eight duties required of the Continuum
necessary to effectively operate the
Continuum of Care. HUD has
established the specific minimum
standards for operating and managing a
Continuum of Care for two main
reasons. First, the selection criteria
established under section 427 of the
McKinney-Vento Act require Hun to
measure the Continuum of Care's
performance in reducing homelessness
by looking at the overall performance of
the Continuum, as opposed to
measuring performance project-by-
project as was done prior to the
enactment of the HEARTH Act. This
Continuum of Care performance
approach results in cooperation and
coordination among providers. Second,
because Continuums of Care will have
grants of up to 3 percent of Final Pro
Rata Need (FPRN) to be used for eligible
Continuum of Care planning costs, HUD
is requiring more formal decision-
malcing and operating standards for the
Continuum of Care. This requirement
ensures that the Continuums have
appropriate funding to support planning
costs.
One of the duties established in this

interim rule is the requirement that the
Continuum establish and operate a
centralized or coordinated assessment
system that provides an initial,
comprehensive assessment of the needs
of individuals and families for housing
and services. As detailed in the
Emergency Solutions Grants program
interim rule published on December 5,
2011, through the administration of the
Rapid Re-Housing for Families
Demonstration program and the
Homelessness Prevention and Rapid Re-
Housing program, as well as best
practices identified in communities,
HUD has learned that centralized or
coordinated assessment systems are
important in ensuring the success of
homeless assistance and homeless
prevention programs in communities. In
particular, such assessment systems
help communities systematically assess
the needs of program participants and
effectively match each individual or
family with the most appropriate
resources available to address that
individual or family's particular needs.
Therefore, HUD has required, through

this interim rule, each Continuum of
Care to develop and implement a
centralized or coordinated assessment
system for its geographic area. Such a
system must be designed locally in
response to local needs and conditions.
For example, rural areas will have .
significantly different systems than
urban ones. While the common thread
between typical models is the use of a
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common assessment tool, the form,
detail, and use of that tool will vary
from one community to the next. Some
examples of centralized or coordinated
assessment systems include: A central
location or locations within a
geographic area where individuals and
families must be present to receive
homeless services; a 211 or other hotline
system that screens and directly
connects callers to appropriate homeless
housing/service providers in the area; a
"no wrong door" approach in which a
homeless family or individual can show
up at any homeless service provider in
the geographic area but is assessed using
the same tool and methodology so that
referrals are consistently completed
across the Continuum of Care; a
specialized team of case workers that
provides assessment services to
providers within the Continuum of
Care; or in larger geographic areas, a
regional approach in which "hubs" are
created within smaller geographic areas.
HUD intends to develop technical
assistance materials on a range of
centralized and coordinated assessment
types, including those most appropriate
for rural areas.
HUDrecognizes that imposing a

requirement for a centralized or
coordinated assessment system may
.have certain costs and risks. Among the
risks that HUDwishes specifically to
address are the risks facing individuals
and families fleeing domestic violence.
dating violence, sexual assault. and
stalking. In developing the baseline
requirements for a centralized or
coordinated intake system. HUD is
considering whether victim service
providers should be exempt from
participating in a local centralized or
coordinated assessment process, or
whether victim service providers should
have the option to participate or not.

Specific request lor comment. HUD
specifically seeks comment from
Continuum of Care-funded victim
service providers on this question. As
set forth in this interim rule. each
Continuum of Care is to develop a
specific policy on how its particular
system will address the needs of
individuals and families who are
fleeing. or attempting to flee, domestic
violence. dating violence, sexual
assault. or stalking. but who are seeking
shelter or services from non-victim
service providers. These policies could
include reserving private areas at an
assessment location for evaluations of
individuals or families who are fleeing.
or attempting to flee. domestic violence.
dating violence. sexual assault. or
stalking; a separate "track" within the
assessment framework that is
specifically designed for domestic

violence victims; or the location of
victim service providers with
centralized assessment teams.
HUD invites suggestions for ensuring

that the requirements it imposes
regarding centralized or coordinated
assessment systems will best help
communities use their resources
effectively and best meet the needs of all
families and individuals who need
assistance. Questions that HUD asks
commenters to specifically address are:
What barriers to accessing housing!
services might a centralized or
coordinated intake system pose to
victims of domestic violence? How can
those barriers be eliminated? What
specific measures should be
implemented to ensur~ safety and
confidentiality for individuals and
families who are fleeing or attempting to
flee domestic violence situations? How
should those additional standards be
implemented to ensure that victims of
domestic violence have immediate
access to housing and services without
increasing the burden on those victims?
For communities that already have
centralized or coordinated assessment
systems in place. are victims of
domestic violence andlor domestic
violence service providers integrated
into that system? Undar either scenario
(they are integrated into an assessment
process or they are not integrated into
it). how does your community ensure
the safety and confidentiality of this
population, as well 88 access to
homeless housing and services? What
HUn-sponsored training would be
helpful to assist communities in
completing the initial assessment of
victims of domestic violence in a safe
and confidential manner?
In addition to comments addressing

the needs of victims of domestic
violence, dating violence, sexual
assault, and stalking, HUD invites
general comments on the use of a
centralized or coordinated assessment
system, particularly from those in
communities that have already
implemented one of these systems who
can share both what has worked well
and how these systems could be
improved. HUD specifically seeks
comment on any additional risks that a
centralized or coordinated assessment
system may create for victims of
domestic violence, dating violence.
sexual assault. or stalking who are
seeking emergency shelter services due
to immediate danger. regardless of
whether they are seeking services
through a victim service provider or
nonvictim service provider.
Another duty sot forth in this part. is

the requirement to establish and
consistently follow written standards

when administering assistance under
this part. These requirements.
established in consultation with
recipients of Emergency Solutions
Grants program funds within the
geographic area, are intended to
coordinate service delivery across the
geographic area and assist Continuums
of Care and their recipients in
evaluating the eligibility of individuals
and families consistently and
administering assistance fairly and
methodically. The written standards can
be found in §578.7(a)(9) of this interim
rule.

Designating and operating an HMIS.
The Continuum of Care is responsible
for designating an HMIS and an eligible
applicant to manage the HMIS.
consistent with the requirements, which
will be codified in 24 CFR part 580.
This duty is listed under section
402(0(2) of the McKinney-Vento Act. In
addition, the Continuum is responsible
for reviewing. revising. and approving a
privacy plan, security plan, and data
quality plan for the HMIS and ensuring
consistent participation of recipients
and subrecipients in the HMIS.

Continuum of Care planning. The
Continuum is responsible for
coordinating and implementing a
system for its geographic area to meet
the needs of the homeless population
and subpopulations within the
geographic area. The interim rule
defines the minimum requirements for
this systematic approach under
§578.7(c)(1). such as emergency
shelters, rapid rehousing. transitional
housing. permanent supportive housing.
and prevention strategies. Because there
are not sufficient resources available
through the Continuum of Care program
to prevent and end homelassness,
coordination and integration of other
funding streams, including the
Emergency Solutions Grants program
and mainstream resources. is integral to
carrying out the Continuum of Care
System.
HUD has determined that since the

Continuum of Care will be the larger
planning organization. the Continuum
of Care must develop and follow a
Continuum of Care plan that adheres.
not only to the requirements being
established by this interim rule, but to
the requirements and directions of the
most recently issued notice of funding
availability (NOFA).
While these planning duties are not

explicitly provided in section 402(0 of
the Act, HUD has included them to
facilitate and clarify the Continuum of
Care planning process. Consistent with
the goals of the HEARTH Act, HUD"
strives. through this interim rule, to
provide a comprehensive. well-
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coordinated and clear planning process,
which involves the creation of the
Continuum of Care and the duties the
Continuum of Care will have to fulfill.
Other planning duties for Continuums

established in this section of the interim
rule are planning for and conducting at
least a blennial-point-in-time count of
homeless persons within the geographic
area, conducting an annual gaps
analysis of the homeless needs and
services available within the geographic
area, providing information necessary to
complete the Consolidated Planes)
within the geographic area, and
consulting with State and local
government Emergency Solutions
Grants program recipients within the
Continuum of Care on the plan for
allocating Emergency Solutions Grants
program funds and reporting on and
evaluating the performance of
Emergency Solutions Grants program
recipients and subrecipients.

Preparing an application for fUnds. A
major Cunction of the Continuum of Care
is preparing and overseeing an
application for funds under this part.
This section of the interim rule
establishes the duties of the Continuum
of Care related to the preparation of the
application. This section of the interim
rule establishes that the Continuum is
responsible for designing, operating,
and following a collaborative process for
the development of applications, as well
as approving the submission of
applications, in response to a NOFA
published by HUD.
The Continuum must also establish

priorities for funding projects within the
geographic area and determine the
number of applications being submitted
for funding. As previously noted in this
preamble, since the Continuum of Care
might not be a legal entity, and therefore
may not be able to enter into a
contractual agreement with HUD, the
Continuum must select one or more
eligible applicants to submit an
application for funding to HUDon its
behalf. If the Continuum of Care is an
eligible applicant, the Continuum of
Care may submit an appllcation. If the
Continuum selects more than one
application, the Continuum must select
one eligible applicant to be the
collaborative applicant. That applicant
will collect and combine the required
application information from all of tho
other eligible applicants and for all
projects within the geographic area that
the Continuum has designated. If only
one application is submitted by the
collaborative applicant, the
collaborative applicant will collect and
combine the required application
information from all projects within the
geographic area that the Continuum has

designated for funding. The
collaborative applicant will always be
the only applicant that can apply for
Continuum of Care planning costs. In
the case that there is one application for
projects, the recipient of the funds is
required to have signed agreements with
its subrecipients as set forth in
§578.23(c), and is required to monitor
and sanction subrecipients in
compliance with §578.107.
Whether the Continuum of Care

submits the application or designates an
eligible applicant to submit the
application for funding, the Continuum
of Care retains all of its duties.

Unified Funding Agencies. To be
designated as the Unified Funding
Agency (UFA) for the Continuum of
Care, the Continuum must select the
collaborative applicant to apply to HUD
to be designated as the UFA for tho
Continuum. The interim rule establishes
the criteria HUDwill use when
detennining whether to designate the
collaborative applicant as a UFA. These
standards were developed to ensure that
collaborative applicants have the
capacity to manage the grant and carry
out the duties in 578.11(b), and are
described below.
The duties of the UFA established in

§578.11 are consistent with the duties
set forth in section 402(g) of the Act.
Even if the Continuum designates a
UFA to submit the application for
funding, the Continuum of Care retains
all of its duties.

Remedial actions. Section 402(c) of
the McKinney·Vento Act gives HUD the
authority to ensure the fair distribution
of grant amounts for this program, such
as designating another body as a
collaborative applicant, replacing the
Continuum of Care for the geographic
area, or permitting other eligible entities
to apply directly for grants. Section
578.13 of this interim rule addresses the
remedial actions that may be takon.
Overview of the Application and Grant
Award Process (Subpart Cj

Eligible applicants. Under this interim
rule, eligible applicants consist of
nonprofit organizations, State and local
governments, and instrumentalities of
local governments. An eligible applicant
must have been designated by the
Continuum of Care to submit an
application for grant funds under this
part. The Continuum's designation must
state whether the Continuum is
designating more than one applicant to
apply for funds, and if it is, which
applicant is being designated the
collaborative applicant. A Continuum of
Care that is designating only one
applicant for funds must designate that
applicant to be the collaborative

applicant. For-profit entities are not
eligible to apply for grants or to be
subrecipients of grant funds.
Section 401(10) ofthe McKinney·

Vento Act identifies that collaborative
applicants may be legal entities, and a
legal entity may include a consortium of
instrumentalities of a State or local
government that has constituted itself as
an entity. HUD has not included a
consortium in the list of eligible
applicants. As noted earlier in this
preamble, a Continuum of Care is
defined to mean a group that is
composed of representatives of
organizations across the entire'
geographic area claimed by the
Continuum of Care. A Continuum is
able to combine more than one
metropolitan city or county into tho
geographic area that the Continuum
represents. In essence, the Continuum of
Care acts as a consortium, and it is
therefore HUD's position that the
inclusion of consortiums in the interim
rule would be redundant.

Determining the Continuum's
maximum award amount. The total
amount for which a Continuum of Care
is eligible to apply and be awarded is
determinod through a four-step process,
including the following factors: A
Continuum's PPRN amount: renewal
demand; any additional increases in
amounts for leasing, rental assistance,
and operating costs based on Fair
Market Rents (FMRs); planning and
UFA cost funds; and the amounts
. available for bonus dollars.

Using the formula that will be
discussed below, HUD will first
determine a Continuum of Care's PPRN
amount, as authorized under section
427(b)(2)(B) of the McKinney·Vento Act.
This amount is the sum of the PPRN
amounts' for each metropolitan city,
urban county, non-urban county, and
insular area claimed by the Continuum
of Care as part of its geographic area,
excluding any counties applying for, or
receiving funds under the Rural
Housing Stability Assistance program.
the regulations for which will be
established in 24 CFR part 579. The
PPRN for each of these areas is based
upon the "need formula" under
§579.17(a)(2) and (3). Under the
McKinney·Vento Act, HUD is required
to publish, by regulation. the formula
used to establish grant amounts. The
need formula under §579.17(8)(2) and
(3) satisfies this requirement, and HUD
specifically seeks comment on this .
formula. HUDwill announce the PPRN
amounts prior to the publication of the
NOFA on its Web site.
To establish the amount on which the

need formula is run, HUD will deduct
an amount, which will be published in
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the NOF A, to be set aside to provide a
bonus, and the amount necessary to
fund Continuum of Care planning
activities and UFA costs from the total
funds made available for the program
each fiscal year. On this amount, Hun
will use the following process to
establish an area's PPRN. First, 2
percent of the total funds available shall
be allocated among the four insular
areas (American Samoa, Guam, the
Commonwealth of the Northern
Marianas, and the Virgin Islands) based
upon the percentage each area received
in the previous fiscal year under section
106 of the Housing and Community
Development Act of 1974. Second, 75
percent of the remaining funds made
available shall be allocated to
metropolitan cities and urban counties
that have been funded under the
Emergency Solutions Grants program
(formerly known as the Emergency
Sheltor Grants program) every yoar sinco
2004. Third, the remaining funds made
available shall be allocated to
Community Devolopment Block Grant
(CDBG) metropolitan cities and urban
counties that havo not been funded
under the Emergency Solutions Grants
program every year since 2004 and all
other counties in the United States and
Puerto Rico.

Recognizing that in some federal
fiscal years, the amount available for the
formula may be less than the amount
required to renew all existing projects
eligible for renewal in that year for at
least one year, Hun has included a
method for distributing the reduction of
funds proportionally across all
Continuums of Care in §57B.17(a)(4) of
this interim rule. HUD will publish the
total dollar amount that each
Continuum will be required to deduct
from renewal projects Continuum-wide,
and Continuums will have the authority
to determine how to administer the cuts
to projects across the Continuum.
. Specific request for comment. Hun
specifically requests comment on the
method established in §57B.17(a)(4) to
reduce the total amount required to
renow all projects eligible for renewal in
that one year, for at least one year, for
each Continuum of Care when funding
is not sufficient to renew all projects
nationwide for at least one year.

Tho second step in determining a
Continuum's maximum award amount
is establishing a Continuum of Care's
"renewal demand." The Continuum's
renewal demand is the sum of the
annual renewal amounts of all projects
eligible within the Continuum of Care's
geographic area to apply for renewal in
that federal fiscal year's competition
before any adjustments to rental
assistance, leasing, and operating line

items based on changes to the FMRs in
the geographic area.

Third, HUD will determine the
Continuum of Care's Final Pro Rata
Need (FPRN), which is the higher of:
(1) PPRN, or (2) renewal demand for the
Continuum of Care. The FPRN
establishes the base for the maximum
award amount for the Continuum of
Care ..

Fourth, Hun will determine the
maximum award amount. The
maximum award amount for the
Continuum of Care is the FPRN amount
plus any additional eligible amounts for
Continuum planning; establishing fiscal
controls for the Continuum; updates to
leasing, operating, and rental assistance
line items based on changes to FMR;
and the availability of any bonus
funding during the competition.

AppIlcation process. Each fiscal year,
HUD will issue a NOFA. All
applications, including applications for
grant funds, and requests for
designation as a UFA or HPC, must be
submitted to HUD in accordance with
the requirements of the NOF A and
contain such information as the NOF A
specifies. Applications may request up
to the maximum award amount for
Continuums of Care.

An applicant that is a State or a unit
of general local government must have
a HUD-approved, consolidated plan in
accordance with HUD's Consolidated
Plan regulations in 24 CFR part 91. The
applicant must submit a certification
that the application for funding is
consistent with the HUD-approved
consolidated planes) in the project's
jurisdiction(s). Applicants that are not
States or units of general local
government must submit a certification
that the application for funding is
consistent with the jurisdiction's HUD-
approved consolidated plan. The
cortification must be made by the unit
of general local government or the State,
in accordance with HUD's regulations in
24 CFR part 91, subpart F. The required
certification must be submitted by the
funding application submission
deadline announced in the NOF A.

An applicant may provide assistance
under this program only in accordance
with Hun subsidy layering
requirements in section 102 of the
Housing and Urban Development
Reform Act of 1989 (42 U.S.C. 3545). In
this interim rule, HUD clarifies that the
applicant must submit information in its
application on other sources of funding
the applicant has received, or
reasonably expects to receive, for a
proposed project or activities.

Awarding funds. HUD will review
applications in accordance with the
guidelines and procedures specified in

the NOFA and award funds to recipients
through a national competition based on
selection criteria as defined in section
427 of the McKinney-Vento Act. Hun
will announce the awards and notify
selected applicants of any conditions
imposed on the awards. .

Grant agreements. A recipient of a
condlttonally awarded grant must
satisfy all requirements for obligation of
funds; otherwise, ffiJD will withdraw
its offer of the award. These conditions
include establishing site control,
providing proof of match, complying
with environmental review under
§578.31, and documenting financial
feasibility within the deadlines under
§578.21(a)(3). HUb has included in the
interim rule the deadlines for conditions
that may be extended and the reasons
for which HUD will consider an
extension.

The interim rule requires that site
control be established by each recipient
receiving funds for acquisition,
rehabilitation funding, new
construction, or operating costs, or for
providing supportive services. HUD has
determined that the time to establish
site control is 12 months for projects not
receiving new construction, acquisition,
or rehabilitation funding, as stated
under section 426(a) of the McKinney-
Vento Act, not 9 months as stated under
section 422(d) of the McKinney-Vento
Act, for projects receiving operating and
supportive service funds. HUD's
determination on the time needed to
establish site control is based on
previous program policy, and the longer
time frame takes into consideration the
reality of the housing market. Projects
receiving acquisition, rehabilitation, or
new construction funding must provide
evidence of site control no later than 24
months after the announcement of grant
awards, as provided under section
422(d) of the McKinney-Vento Act.

The interim rule requires that HUD
perform an environmental review for
each property as required under Hun's
environmental regulations in 24 CFR
part 50. All recipients of Continuum of
Care program funding under this part
must supply all available, relevant
information necessary to HUD, and
carry out mitigating measures required
by HUD. The recipient, its project
partners, and its project partner's
.contractors may not perform any eligible
activity for a project under this part, or
commit or expend HUD or local funds
for such activities until Hun has
performed an environmental review and
the recipient has received HUD
approval of the property agreements.

Executing grant agreements. If a .
Continuum designates more than one
applicant for the geographic area, Hun
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will enter into a grant agreement with
each designated recipient for which an
award is announced. If a Continuum
designates only one recipient for the
geographic area, HUDmay enter into
one grant agreement with that recipient
for new awards, if any; and one grant
agreement for renewals and Continuum
of Care planning costs and UFA costs,
if any. These two grant agreements will
cover the entire geographic area, and a
default by the recipient under one of
these agreements will also constitute a
default under the other. If the
Continuum is a UFA, HUDwill enter
into one grant agreement with the UFA
for new awards, if any; and one for
renewal and Continuum of Care
planning costs and UFA costs, if any.
Similarly, these two grant agreements
will cover the entire geographic area
and a default by the recipient under one
of those agreements will also constitute
a default under the other.
HUD requires the recipient to enter

into the agreement described in
§578.23(c). Under this agreement, the
grant recipient must agree to ensure that
the operation of the project will be in
,accordance with the McKinney-Veto Act
and the requirements under this part. In
addition, the recipient must monitor
and report the progress of the projects
to the Continuum of Care and to HUD.
The recipient must ensure that
individuals and families experiencing
homelessness are involved in the
operation of the project, maintain
confidentiality of program participants,
and monitor and report matching funds
to HUD. among other requirements. The
recipient must also agree to use the
centralized or coordinated assessment
system established by the Continuum of
Care, unless the recipient or
subrecipient is a victim service
provider. Victim service providers may
'choose not to use the centralized or
coordinated assessment system
provided that all victim service
providers in the area use a centralized
or coordinated assessment system that
meets HUD's minimum requirements.
HUD has provided this optional
exception because it understands the
unique role that victim service
providers have within the Continuum of
Care.

Renewals. The interim rule provides
that Hun may fund, through the
Continuum of Care program, all projects
that were previously eligible under the
McKinney-Vento Act prior to the
enactment of the HEARTHAct. These
projects may be renewed to continue
ongoing leasing, operations, supportive
services, rcntalassistanco, HMIS, and
administration beyond the initial
funding period even if those projects

would not be eligible under the
Continuum of Care program. For
projects that would no longer be eligible
under the Continuum of Care program
(e.g., safe havens), but which are serving
homeless persons; HUDwants to ensure
that housing is maintained and that
persons do not become homeless
because funding is withdrawn.
HUDmay renew projects that were

submitted on time and in such manner
as required by HUD, but did not have
a total score that would allow the
project to be competitively funded. HUD
may choose to exercise this option to
ensure that homeless or formerly
homeless persons do not lose their
housing. The interim rule provides,
based on the language in section 421(e)
of the McKinney-Vento Act, that HUD
may renew the project, upon a finding
that the project meets the purposes of
the Continuum of Care program, for up
to one year and under such conditions
as HUD deems appropriate.

Annual Performance Report. The
interim rule also provides that HUD
may terminate the renewal of any grant'
and require the recipient to repay the
renewal grant if the recipient fails to
submit a HUD Annual Performance
Report (APR)within 90 days of the end
of the program year or if the recipient
submits an APR that HUD deems
unacceptable or shows noncompliance
with the requirements of the grant and
this part. Section 578.103(e) of the
Continuum of Care program regulations
further clarifies that recipients receiving
grant funds for acquisition,
rehabilitation, or new construction are
expected to submit APRs for 15 years
from the date of initial occupancy or the
date of initial service provision, unless
HUD provides an exception. The
recipient's submission of the APR helps
HUD review whether the recipient is
carrying out the project in the manner
proposed in the application. Recipients
agree to submit an APR as a condition
of their grant agreement. This
requirement allows Hun to ensure that
recipients submit APRs on grant
agreements that have expired as a
condition of receiving approval for a
new grant agreement for the renewal
project.

Appeals. The interim rule provides
certain appeal options for applicants
that were not awarded funding.
Under section 422(g) of the

McKinney-Vento Act, if more than one
collaborative applicant submits an
application covering the same
geographic area, HUDmust award funds
to the application that scores the highest
score based on the selection criteria set
forth in section 427 ofthe Act.
Consistent with HUD's use of the term

Continuum of Care in the interim rule
where the statute uses collaborative
applicant, as explained earlier in the
preamble, the interim rule stipulates
that if more than one Continuum of Care
claims the same geographic area, then
HUDwill award funds to the
Continuum applicant(s) whose
application(s) has the highest total score
and that no projects from the lower
scoring Continuum of Care will be
funded (and that any projects submitted
with both applications will not be
funded). To appeal HUD's decision to
fund the competing Continuum of Care,
the applicant(s) from the lower-scoring
Continuum of Care must file the written
appeal in such form and manner as
HUDmay require within 45 days of the
date of HUD's announcement of award.
If an applicant has had a certification

of consistency with a consolidated plan
withheld, that applicant may appeal
such a decision to HUn. HUD has
established a procedure to process the
appeals and no later than 45 days after
the date of receipt of an appeal, HUD
will make a decision.
Section 422(h) of the McKinney-Vento

Act provides the authority for a solo
applicant to submit an application to
HUD and be awarded a grant by HUD
if it meets the criteria under section 427
of the McKinney-Vento Act. The interim
rule clarifies that a solo applicant must
submit its application to HUD by the
deadline established in the NOFA to be
considered for funding. The statute also
requires that HUD establish an appeal
process for organizations that attempted
to participate in the Continuum of
Care's process and believe they were
denied the right to reasonable
participation, as reviewed in the context
of the local Continuum's process. An
organization may submit a solo
application to HUD and appeal the
Continuum's decision not to include it
in tho Continuum's application. If Hun
finds that the solo applicant was not
permitted to participate in the
Continuum of Care process in a
reasonable manner, then HUD may
award the grant to that solo applicant
and may direct the Continuum to take
remedial steps to ensure reasonable
participation in the future. HUDmay
also reduce the award to the
Continuum's applicant(s).
Section 422(hJ(I) of the McKinney-

Vento Act requires that "HUD establish
a timely appeal procedure for grant
amounts awarded or denied under this
subtitle to a collaborative application."
The interim rule sets an appeal process
for denied or decreased funding under
§578.35(c). Applicants that are denied
funds by HUD, or that requested more
funds than HUD awarded, may appeal
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by filing a written appeal within 45 days
of the date of HUD's announcement of
the award. HUDwill notify applicant of
its decision on the appeal within 60
days of the date of HUD's receipt of the
written appeal.
Program Components and Eligible Costs
(Subpar/D)

Program components. The interim
rule provides that Continuum of Care
funds may be used for projects under
five program components: Permanent
housing. transitional housing,
supportive services only, HMIS, and, in
some cases, homelessness prevention.
Administrative costs are eligible under
all components. Where possible, the
components set forth in the Continuum
of Care program are consistent with the
components set forth under the
Emergency Solutions Grants program.
This will ease the administrative burden
on recipients of both programs and will
ensure that reporting requirements and
date quality benchmarks are
consistently established and applied to
like projects. One significant distinction
between the Emergency Solutions
Grants program and this part can be
found in the eligible activities and
administration requirements for
assistance provided under the rapid
rehousing component in this interim
rule. The significant differences
between this component in the
Emergency Solutions Grants program
and this part are discussed below.
The interim rule sets forth the costs

eligible for each program component in
§578.37(a). The eligible costs for
contributing data to the HMIS
designated by the Continuum of Care
are also eligible under all components.
Consistent with the definition of

permanent housing in section 401 of the
McKinney-Vento Act and §578.3 of this
interim rule, the permanent housing
component is community-based housing
without a designated length of stay that
permits formerly homeless individuals
and families to live as independently as
possible. The interim rule clarifies that
Continuum of Care funds may be spent
on two types of permanent housing:
Permanent supportive housing for
persons with disabilities (PSH) and
rapid rehousing that provides temporary
assistance (i.e.•rental assistance and/or
supportive services) to program
participants in a unit that the program
participant retains after the assistance
ends.
Although the McKinney-Vento Act

authorizes permanent housing without
supportive services, the interim rule
does not. Based on its experience with
the Supportive Housing and Shelter
Plus Care programs, HUDhas

determined that programs should
require at least case management for
some initial period after exiting
homelessness. HUD has imposed the
requirement that rapid rehousing
include, at a minimum, monthly case
management meetings with program
participants (except where prohibited
by the Violence Against Women Act
(VAWA) and the Family Violence
Prevention and Services Act (FVPSA»
and allows for a full range of supportive
services to be provided for up to 6
months after the rental assistance stops.
Many other HUD programs, such as
Section 8 and HOME, provide housing
without supportive services to low-
income individuals and families.
With respect to rapid rehousing, the

interim rule provides that funds under
this part may be used to provide
supportive services and short-term
and/or medium-term rental assistance.
While the time frames under which a
program participant may receive short-
term or medium-term rentel assistance
set forth in this part match the time
frames set forth in the Emergency
Solutions Grants program. the
supportive services available to program
participants receiving rapid rehousing
assistance under the Continuum of Care
program are not limited to housing
relocation and stebilization services as
they are in the Emergency Solutions
Grants program. Program participants
receiving rapid rehousing under this
part may receive any of the supportive
services set forth in §578.53 during
their participation in the program. The
Continuum of Care, however, does have
the discretion to develop written
policies and procedures that limit the
services available to program
participants that better align the services
available to program participants with
those set forth in the Emergency
Solutions Grants program.

Specific request for comment. While
HUD's experience with the Supportive
Housing and Shelter Plus Care programs
is the basis for HUD's determination to
require case management for some
initial period after exiting homelessness,
HUD specifically welcomes comment on
other experiences with monthly case
management.
The interim rule provides that the

HMIS component is for funds that are
used by HMIS Leads only. Eligible costs
include leasing a structure in which the
HMIS is operated, operating funds to
operate a structure in which the HMIS
is operated, and HMIS costs related to
establishing, operating, and customizing
a Continuum of Care's HMIS.
As set forth in Seclion 424(c) of the

McKinney-Veto Act, Continuum of Care
funds may be used only for the

homelessness prevention component by
recipients in Continuums of Care that
have been designated HPCs by HUD.
Eligible activities are housing relocation
and stabilization services, and short-
and/or medium-term rental assistence,
as set forth in 24 CFR 576.103,
necessary to prevent an individual or
family from becoming homeless.

Planning activities. Under this interim
rule, HUD lists eligible planning costs
for the Continuum of Care under
§578.39(b) and (c), HUD will allow no
more than 3 percent of the FPRN, or a
maximum amount to be esteblished by
the NOFA, to be used for certain costs.
These costs must be related to designing
a collaborative process for an
application to HUD, evaluating the
outcomes of funded projects under the
Continuum of Care and Emergency
Solutions Grants programs, and
participating in the consolidated plants)
for the geographic area{s). Under section
423 of the McKinney-Vento Act, a
collaborative applicant may use no more
than 3 percent oHotal funds made
available to pay for administrative costs
related to Continuum of Care planning.
HUD is defining" of the total funds

made available" to mean FPRN. the
higher of PPRN or renewal demand, in
the interim rule. HUD has determined
that FPRN strikes the correct balance, as
it is the higher of PPRN or renewal
demand. This will help Continuums of
Care (CoC) balance: (1) Having sufficient
planning dollars to be successful in its
duties and compete for new money
(which would be the PPRN), and (2)
being able to monitor and evaluate
actual projects in operation (and plan
for renewal demand). The
administrative funds related to CoC
planning made available will be added
to a CoC's FPRN to establish the CoCs
maximum award amount.

Unified Funding Agency Costs. Under
this interim rule, HUD lists eligible UFA
costs in §578.41(b) and (c). Similar to
the cap on planning costs for CoC. HUD
will allow no more than 3 percent of the
FPRN. or a maximum amount to be
established by the NOFA, whichever is
less, to be used for UFA costs. This
amount is in addition to the amount
made available for CpC planning costs.
UFA costs include costs associated with
ensuring that all financial transactions
carried out under the Continuum of
Care program are conducted and records
maintained in accordance with
generally accepted accounting
principles, including arranging for an
annual survey. audit. or evaluation of
the financial records of each project
carried out by a subrecipient funded by
a grant received through the Continuum
of Care program. The funds made
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available to UFAs related to establishing
fiscal controls will be added to a CoC's
FPRN to establish the CoCmaximum
award amount.

Leasing. Under this interim rule, grant
funds may be used to pay the costs of
leasing a structure or structures, or
portions of structures, to provide
housing or supportive services. The
interim rule further clarifies that leasing
means that the lease is between the
recipient of funds and the landlord.
HUD recognizes that some grantees
receiving funds through the Supportive
Housing Program may have been using
their leasing funds in a manner
consistent with the rental assistance
requirements established in §578.51;
therefore, since the Continuum of Care
program authorizes both leasing and
rental assistance, the rule provides for
an allowance for projects originally
approved to carry out leasing to renew
and request funds for rental assistance,
so long as the rental assistance meets'
the requirements in §578.51. The rule
provides that a recipient of a grant
awarded under the McKinney-Vento
Act, prior to enactment of the HEARTH
Act, must apply for leasing if the lease
is between the recipient and the
landlord, notwithstanding that the grant
was awarded prior to the HEARTHAct
amendments to the McKinney-Vento
Act.

The interim rule provides that leasing
funds may not be used to lease units or
structures owned by the recipient,
subrecipient, their parent
organization(s), any other related
organization(s), or organizations that are
members of a partnership where the
partnership owns the structure, unless
HUD authorizes an exception for good
cause. The interim rule establishes
minimum requirements that a request
for an exception must include. These
exceptions are based on HUD's
experience in administering the
Homelessness Prevention and Rapid Re-
Housing Program (HPRP).

The interim rule establishes that
projects for leasing may require that
program participants pay an occupancy
charge (or in the case of a sublease, rent)
of no more than 30 percent of their
income. Income must be calculated in
accordance with HUD's regulations in
24 CPR5.609 and 24 CPR5.611(a).
However, the interim rule clarifies that
projects may not charge program fees.

Rental assistance. Under this interim
rule, rental assistance is an eligible cost
for permanent and transitional housing,
and this rule clarifies that the rental
assistance may be short-term, up to 3
months of rent; medium-term, for 3 to
24 months of rent; and long-term, for
longer than 24 months of rent. This

section provides that rental assistance
may include tenant-based, project-
based, or sponsor-based rental
assistance. This section also provides
that project-based rental assistance may
include rental assistance to preserve
existing permanent supportive housing
for homeless individuals and families.
Given that the availability of affordable
rental housing has been shown to be a
key factor in reducing homelessness, the
availability of funding for short-term,
medium-term, and long-term rental
assistance under both the Emergency
Solutions Grants program and the
Continuum of Care program is not
inefficient use of program funds, but
rather effective use of funding for an
activity that lowers the number of
homeless persons.

As noted in the above discussion of
rental housing available for funding
under the Continuum of Care program,
one eligible form of rental assistance is
tenant-based, which allows the program
participant to retain rental assistance for
another unit. The interim rule limits
this retention to within the Continuum
of Care boundaries. HUD has
determined that Continuum of Care
program funds must be used within the
Continuum's geographic boundaries. If
program participants move outside of
the Continuum, the Continuum may pay
moving costs, security deposits, and the
first month of rent for another unit;
however, the Continuum would have to
organize assistance with the relevant
Continuum of Care for the program
participant if rental assistance is to
continue. The program participant may
be transferred to a rental assistance
program in a different Continuum
without having to become homeless
again. The recipient may also limit the
movement of the assistance to a smaller
area if this is necessary to coordinate
service delivery.

Under this interim rule, the only
exception to the limitation for retention
of tenant-based rental assistance is for
program participants who are victims of
domestic violence, dating violence,
sexual assault, or stalking. Under the
definition of "tenant-based" in the
McKinney-Vento Act (section 401(28) of
the McKinney-Vento Act), these
participants must have complied with
all other obligations of the program and
reasonably believe that he or she is
imminently threatened by harm from
further violence if he or she remains in
the assisted dwelling unit.

In the interim rule, HUD has clarified
that the imminent threat of harm must
be from further domestic violence,
dating violence, sexual assault, or
stalking, which would include threats
from a third party, such as a friend or

family member of the perpetrator of the
violence. HUDrequires that the program
participant provide appropriate
documentation of the original incident
of domestic violence, dating violence,
sexual assault, or stalking, and any
evidence of the current imminent threat
of harm. Examples of appropriate
documentation of the original incident
of domestic violence, dating violence,
sexual assault, or stalking include
written observation by the housing or
service provider; a letter or other
documentation from a victim service
provider, social worker, legal assistance
provider, pastoral counselor, mental
health provider, or other professional
from whom the victim has sought
assistance; or medical or dental, court,
or law enforcement records.
Documentation of reasonable belief of
further domestic violence, dating
violence, sexual assault, or stalking
includes written observation by the
housing or service provider; a letter or
other written documentation from a
victim service provider, social worker,
legal assistance provider, pastoral
counselor, mental health provider, or
other professional from whom the
victim has requested assistance; B
current restraining order, recent court
order, or other court records; or law
enforcement reports or records. The
housing or service provider may also
consider other documentation such as
emails, voicemails, text messages, social
media posts, and other communication.
Because of the particular safety
concerns surrounding victims of
domestic violence, the interim rule
provides that acceptable evidence for
both the original violence and the
reasonable belief include an oral
statement. This oral statement does not
need to be verified, but it must be
documented by a written certification
by the individual or head of household.

This provision is specific to victims of
domestic violence, dating violence,
sexual assault, and stalking who are
receiving tenant-based rental assistance
in permanent housing. This interim rule
contains other policies for moving
program participants receiving any type
of assistance under this interim rule,
including tenant-based rental assistance,
within the Continuum of Care
geographic area, or smaller geographic
area required by the provider to
coordinate service delivery. Moving
program participants outside of the
geographic area where providers can
coordinate service-delivery is
administratively difficult for providers
and makes it difficult to monitor that
program participants have access to, and
are receiving, appropriate supportive

A1T ACHMENT .__c,__..__._
PAGE __Y? OF %.__PAGES



45434 Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations

services; therefore, moves outside of the
geographic area where the provider can
effectively deliver and monitor service
coordination are allowed only under
exceptional circumstances. HUDhas
established these provisions to provide
an exception and to address the
challenges that are associated with such
amove.
Based on HUD's experience in

administering the Shelter Plus Care
program, the interim rule includes
provisions to clarify when rental
payments may continue to be made to
a landlord when the program
participant no longer resides in the unit.
For vacated units, the interim rule
provides that assistance may continue
for a maximum of 30 days from the end
of the month in which the unit was
vacated, unless the unit is occupied by
another eligible person. A person
staying in an institution for less than 90
days is not considered as having vacated
the unit. Finally, the recipient may use
grant funds, in an amount not to exceed
one month's rent, to pay for any damage
to housing due to the action of the
program participant, one-time, per
program participant, per unit. This
assistance can be provided only at the
time the program participant exits the
housing unit.

Supportive services. Grant funds may
be used to pay eligible costs of
supportive services for the special needs
of program participants. All eligible
costs are eligible to the same extent for
program participants who are
unaccompanied homeless youth;
persons living with Human
Immunodeficiency Virus (HIV)I
Acquired Immune Deficiency Syndrome
(AIDS) (HIV/AIDS); and victims of
domestic violence, dating violence,
sexual assault, or stalking. Any cost that
is not described as an eligible cost under
this interim rule is not an eligible cost
of providing supportive services.
Eligible costs consist of assistance with
moving costs, case management, child
care, education services, employment
assistance and job training, housing
search and counseling services, legal
services, life skills training, mental
health services, outpatient health
services, outreach services, substance
abuse treatment services, transportation,
and utility deposits.
The definition of "supportive

services" in section 401(27) of the
McKinney-Vento Act includes the
provision of mental health services,
trauma counseling, and victim services.
HUD has determined that victim
services are eligible as supportive
services, and are included as eligible
program costs in this interim rule.
Providers are allowed to provide

services specifically to victims of
domestic violence, dating violence,
sexual assault, and stalking. The eligible
costs for providing victim services are
listed as eligible costs in the supportive
services funding category. Rather than
create a new eligible line item in the
project budget, HUD has determined
that these costs can be included in the
funding categories already established.

Indirect costs. Indirect costs are
allowed as part of eligible program
costs. Programs using indirect cost
allocations must be consistent with
Office of Management and Budget
(OMB)Circulars A-87 and A-122, as
applicable. OMBCircular A-87 and the
regulations at 2 CFR part 225 pertain to
"Cost Principles for State, Local, and
Indian Tribal Governments." OMB
Circular A-122 and the regulations
codified at 24 CFRpart 230 pertain to
"Cost Principles for Non-Profit
Organizations ."

Other costs. In addition to the eligible
costs described in this preamble, the
regulation addresses the following other
eligible costs: acquisition, rehabilitation,
new construction, operating costs,
HMIS, project administrative costs, and
relocation costs.
High-Peryorming Communities (Subpart
E)
Section 424 of the McKinney-Vento

Act establishes the authority for the
establishment of and requirements for
HPCs.Applications must be submitted
by the collaborative applicant at such
time and in such manner as HUDmay
require and contain such information as
HUD determines necessary under
§578.17(b). Applications will be posted
on the HUDWeb site (www.hud.gov) for
public comments. In addition to HUD's
review of the applications, interested
members of the public will be able to
provide comment to HUD regarding the
applications.

Requirements. The Continuum of Care
must use HMIS data (HUDwill publish
data standards and measurement
protocols) to determine that the
standards for qualifying as a HPC are
met. An applicant must submit a report
showing how the Continuum of Care
program funds were expended in the
prior year, and provide information that
the Continuum meets the standards for
HPCs.

Standards. In order to qualify as an
HPC, a Continuum of Care must
demonstrate through reliable data that it
meets all of the required standards. The
interim rule clarifies which standards
will be measured with reliable data from
a Continuum's HMIS and Which
standards will be measured through
reliable data from other sources and

presented in a narrative form or other
format prescribed by HUD.
Continuums must use the HMIS to

demonstrate the following measures: (1)
That the mean length of homelessness
must be less than 20 days for the
Continuum's geographic area, or the
Continuum's mean length of episodes
for individuals and families in similar
circumstances was reduced by at least
10 percent from the preceding year; (2)
that less than 5 percent of individuals
and families that leave homelessness
become homeless again any time within
the next 2 years, or the percentage of
individuals and families in similar
circumstances who became homeless
again within 2 years after leaving
homelessness was decreased by at least
20 percent from the preceding year; and
(3) for Continuums of Cere that served
homeless families with youth defined as
homeless under other federal statutes,
that 95 percent of those families did not
become homeless again within a 2-year
period following termination of
assistance and that 85 percent of those
families achieved independent living in
permanent housing for at least 2 years
following the termination of assistance.
The McKinney-Vento Act requires

that HUD set forth standards for
preventing homelessness among the
subset of those at the highest risk of
becoming homeless among those
homeless families and youth defined as
homeless under other federal statutes,
the third measure above, one of which
includes achieving independent living
in permanent housing among this
population. HUD has set forth the
standards of 95 percent and 85 parcent.
HUD recognizes that these standards are
high, but standards are comparable to
the other standards in the Act, which
are high. It is HUO's position that HPCs
should be addressing the needs of those
homeless individuals within their
communities prior to receiving
designation of aHPe and being allowed
to spend funds in accordance with
§578.71.
The final standard that the

Continuum must use its HMIS data to
demonstrate is provided under section
424(d)(4) of the Act. The statute requires
each homeless individual or family who
sought homeless assistance to be
included in the data system used by that
community. HUD has defined this as
bed-coverage and service-volume
coverage rates of at least 80 percent. The
documentation that each homeless
individual or family who sought
homeless assistance be included in the
HMIS is not meesurable by HUD. This
type of standard would be entirely .
reliant upon self-reporting.
Additionally, individuals and families
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have the right to decline having their
data entered into the HMIS. HUD uses
bed-coverage rates and service-volume
coverage rates as a proxy for measuring
the rate of inclusion of persons who are
present for services or housing in the
HMIS. This is a measurable standard,
and HUD defines the calculation in the
HMIS rule; therefore, the measurement
will be consistent between Continuums.
Continuums must use reliable data

from other sources and presented in a
narrative form or other format
prescribed by Hun to measure two
standards: Community action and
renewing HPC status. Section 424(d)(4)
of the McKinney-Vento Act establishes
another standard for HPCs, which is
"community action." This statutory
section provides that communities that
compose the geographic area must have
actively encouraged homeless
individuals and families to participate
in housing and services available in the
geographic area and included each
homeless individual or family who
sought homeless assistance services in
the data system used by that community
for determining compliance. Hun has
defined "communities that compose the
geographic area" to mean the entire
geographic area of the Continuum. This
definition will also provide consistency
of measurement since most ofHUD's
measurements are across the entire
Continuum of Care geographic area.
HUD has further defined "actively
encourage" within this standard as a
comprehensive outreach plan, including
specific steps for identifying homeless
persons and referring them to
appropriate housing and services in that
geographic area. The measurement of
the last part of this standard, "each
homeless individual or family who
sought homeless assistance services in
the .data system used by that
community," will be measured using
reliable data from an HMIS and has
been discussed earlier in this preamble.
Hun has determined this will provide
clarity and ensure consistent
measurement across Continuums.
The interim rule provides that a

Continuum of Care that was an HPC in
the prior year and used Continuum
funds for activities described under
§578.71 must demonstrate that thoso
activities were effective at reducing the
number of persons who became
homeless in that community, to be
renewed as a HPC.

Selection. HUDwill select up to 10
Continuums of Care each year that best
meet the application requirements and
the standards set forth in §578.65.
Consistent with section 424 of the
McKinney-Vento Act, the interim rule
provides a HPC designation for the

grants awarded in the same competition
in which the designation is applied for
and made. The designation will be for
a period of one year.

Eligible activities. Recipients and
subrecipients in Continuums that have
been designated an HPCmay use grant
funds to provide housing relocation and
stabilization services and short- and/or
medium-term rental assistance to
individuals and families at risk of
homelessness as set for in the
Emergency Solutions ~rants program.
All eligible activities discussed in this
section must be effective at stabilizing
individuals and families in their current
housing, or quickly moving such
individuals and families to other
permanent housing. This is the only
time that Continuum of Care funds may
be used to serve nonhomeless
individuals and families. Recipients and
subreclpients using grant funds on these
eligible activities must follow the
written standards established by the
Continuum of Care in §578.7(a)(9)(v),
and the recordkeeping requirements set
for the Emergency Solutions Grants
program rule.
Program Requirements (Subpart F)
All recipients of Continuum of Care

funding must comply with the program
regulations and the requirements of the
NOFA issued annually by HUD.

Matching. The HEARTHAct allows
for a new, simplified match
requirement. All eligible funding costs
except leasing must be matched with no
less than a 25 percent cash or in-kind
match. The interim rule clarifies that the
match must be provided for the entire
grant, except that recipients that are
UFAs or are the sole recipient for the
Continuum may provide the match on a
Continuum-wide basis.
For in-kind match, the

governmentwide grant requirements of
HUD's regulations in 24 CFR 84.23 (for
private nonprofit organizations) and
85.24 (for governments) apply. The
regulations in 24 CFRparts 84 and 85
establish uniform administrative
requirements for HUD grants. The
requirements of 24 CFRpart 84 apply to
subrecipients that are private nonprofit
organizations. The requirements of 24
CFRpart 85 apply to the recipient and
subrecipients that are units of general
purpose local government. The match
requirement in 24 CFR84.23 and in 24
CFR 85.24 IlPflies to administration
funds, as wel as Continuum of Care
planning costs and UFA's financial
management costs. All match must be
spent on eligible activities as required
under subpart D of this interim rule,
except that recipients and subrecipients

in HPCs may use match on eligible
activities described under §578.71.

General operations. Recipients of
grant funds must provide housing or
services that comply with all applicable
State and local housing codes, licensing
requirements, and any other
requirements in the project's
jurisdiction. In addition, this interim
rule clarifies that recipients must abide
by housing quality standards and
suitable dwelling size. Recipients must
also assess supportive services on an
ongoing basis, have residential
supervision, and provide for
participation of homeless individuals as
required under section 426(g) of the
McKinney-Vento Act.

Specific request for comment. With
respect to housing quality standards,
HUD includes in this rule the
longstanding requirement from the
Shelter Plus Care program that
recipients or subrecipients, prior to
providing assistance on behalf of a
program participant, must physically
inspect each unit to assure that the unit
meets housing quality standards. This
requirement is designed to ensure that
program participants are placed in
housing that is suitable for living.
Additionally, these requirements are
consistent with HUD's physical
inspection requirements in its other
mainstream rental assistance programs.
Notwithstanding that this is a
longstanding requirement, HUD
welcomes comment on alternatives to
inspection of each unit that may be less
burdensome but ensure that the housing
provideq to a program participant is
decent, safe, and sanitary.
Under Section 578.75, General

Operations, subsection (h), entitled
"Supportive Service Agreements,"
states that recipients and subrecipients
may require program participants to
take part in supportive services so long
as they are not disability-related
services, provided through the project as
a condition of continued participation
in the program. Examples of disability-
related services include, but are not
limited to, mental health services,
outpatient health services, and
provision of medication, which are
provided to a person with a disability to
address a condition caused by the
disability.
This provision further states that if

the purpose of the project is to provide
substanco abuse treatment services,
recipients and subrecipients may
require program participants to take part
in such services as a condition of
continued participation in the program.
For example, if a Continuum of Can!
recipient operates a transitional housing
program with substance abuse treatment
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services, the recipient may require
program participants to participate in
those services. By contrast, in a program
that offers services but whose purpose is
not substance abuse treatment, a
recipient may not require a person who
is an alcoholic, for example, to sign a
supportive service agreement at initial
occupancy stating that he or she will
participate in substance abuse treatment
services as a condition of occupancy.
All program participants must, however,
meet all terms and conditions of
tenancy, including lease requirements.
If, as a result of a person's behavior
stemming from substance use, a person
violates the terms of the lease, a
recipient may consider requiring
participation in services 'or any other
action necessary in order for such a
person to successfully meet the
requirements of tenancy.
. Finally, the interim rule clarifies that
in units where the qualifying member of
the household has died, or has been
incarcerated or institutionalized for
more than 90 days, assistance may
continuo until the expiration of the
lease in effect at the time of the
qualifying member's death,
incarceration, or institutionalization.

Displacement, relocation, and
acquisition. All recipients must ensure
that they have taken all reasonable steps
to minimize the displacement of
persons as a result of projects assisted
under this part. This section of the
interim rule is substantially revised
from the previous programs to increase
clarity and comprehension of the
directions to recipients and
subrecipients in the use of grant funds.

Timeliness standards. Recipients
must initiate approved activities and
projects promptly. Recipients of funds
for rehabilitation and new construction
must begin construction activities
within 9 months of the signing of the
grant, and such activities must be
completed within 24 months. HUD is
providing these requirements to assist
communities in meeting the obligation
and expenditure deadline historically
imposed by the annual HUD
appropriations act. HUDmay reduce a
grant term to a term of one year if
implementation delays reduce the
amount of funds that can be used during
the original grant term.

Limitation on use otfunds. Recipients
of funds provided under this part must
abide by any limitations that apply to
the use of such funds, such as use of
funds for explicitly religious activities.
The limitation on use of funds also

addresses limitation on uses where
religious activities may be concerned. It
is HUD's position that faith-based
organizations are able to compete for

HUDfunds and participate in HUD
programs on an equal footing with other
organizations; that no group of
applicants competing for HUn funds
should be subject, as a matter of
discretion, to greater or fewer
requirements than other organizations
solely because of their religious
character or affiliation, or, alternatively,
the absence of religious character or
affiliation. HUD's general principles
regarding the equal participation of such
organizations in its programs are
codified at 24 CFR 5.109. Program-
specific requirements governing faith-
based activities are codified in the
regulations for the individual HUD
programs. (See, for example, 24 CFR
574.300(c), 24 CFR 582.115(c), and 24
CFR583.150(b).)
HUD's equal participation regulations

were prompted by Executive Order
13279, Equal Protection of the Laws for
Faith-Based and Community
Organizations, issued by President Bush
on December 12, 2002, and published in
the FederalllegiBter on December 16,
2002 (67 FR 77141). Executive Order
13279 set forth principles and
policymaldng criteria to guide federal
agencies in ensuring the equal
protection of the laws for faith-based
and community organizations.
Executive Order 13279 was amended by
Executive Order 13559 (Fundamental
Principles and Policymaldng Criteria for
Partnerships With Faith-Based and -
Other Neighborhood Organizations),
issued by President Obama on
November 17, 2010, and published in
the Federal Register on November 22,
2010 (75 FR 71319).
Executive Order 13559 expands on

the equal participation principles
provided in Executive Order 13279 to
strengthen the capacity of faith-based
and other neighborhood organizations to
deliver services effectively and ensure
the equal treatment of program
beneficiaries. Executive Order 13559
reiterates a key principle underlying
participation of faith-based
organizations in federally funded
activities and that is that faith-based
organizations be eligible to compete for
federal financial assistance used to
support social service programs and to
participate fully in social service
programs supported with federal
finencial assistance without impairing
their independence, autonomy,
expression outside the programs in
question, or religious character.
With respect to program beneficiaries,

the Executive Order states that
organizations, in providing services
supported in whole or in part with
federal financial assistance, and in their
outreach activities related to such

services, should not be allowed to
discriminate against current or
prospective program beneficiaries on
the basis of religion, a religious belief,
a refusal to hold a rellgious belief, or a
refusal to attend or participate in a
religious practice. The Executive Order
directs that organizations that engage In
explicitly religious activities (including
activities that involve overt religious
content such as worship, religious
instruction, or proselytization) must
perform such activities and offer such
services outside of programs that are
supported with direct federal financial
assistance (including through prime
awards or subawards), seperately in
time or location from any such programs
or services supported with direct federal
financial assistance, and participation in
any such explicitly religious activities
must be voluntary for the beneficiaries
of the social service program supported
with such federal financial assistance.
For purposes of greater clarity and
comprehensibility, the Executive Order
uses tha term "explicitly religious" in
lieu of "inherently religious." The
Executive Order further directs that if a
beneficiary or prospective beneficiary of
a social service program supported by
federal financial assistance objects to
the religious character of an
organization that provides services
under the program, that organization
shall, within a reasonable time after the
date of the objection, refer the
beneficiary to an alternative provider.
Executive Order 13559 provides for

the establishment of an Interagency
Working Group on Faith-Based and
Other Neighborhood Partnerships
(Working Group) to review and evaluate
existing regulations, guidance
documents, and policies, and directs the
OMB to issue guidance to agencies on
uniform implementation following
receipt of the Working Group's report.
On April 27, 2012, the Working Group
issued its report, recommending a
model set of regulations and guidance
for agencies to adopt.t
HUD intends to wait for OMB

guidance before initiating any
rulemaldng directed to broader changes
to HUD's existing faith-based
regulations, to ensure consistency with
faith-based regulations of other federal
agencies. However, HUD has revised its
regulatory provisions governing faith-
based activities to incorporate the
principles of Executive Order 13559
pertaining to equal treatment of program
beneficiaries and to adopt terminology,
such as "explicitly religious" and "overt

1The report is available at: http:// .
lVlVW.whflllhou.lI.gov/,II •• /dllfaull/fiJ",/upJoad.1
finalfailhbasedworJd1llWDupreport·pdf·

ATTACHMENT ••••&.__...._..
PAGE _Jk .....OF __.:t~...PAGES



Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations 45437

religious content," that offers greater
clarity to the limitations placed on faith-
based organizations when using federal
funds for their supportive services.
Additionally, HUn is putting in place
through this rulemaking the provision of
Executive Order 13659 that directs the
referral to alternative providers.
Executive Order 13659 provides that if
a beneficiary or prospective beneficiary
of a social service program supported by
federal financial assistance objects to
the religious character of an
organization that provides services
under the program, that organization
shall, within a reasonable time frame
after the date of the objection, refer the
beneficiary to an alternative provider.
While HUDwill benefit from OMB
guidance on other provisions of the
Executive Order, specifically those
which the Working Group is charged to
provide recommendations, the
"referral" provision of the Executive
Order is one that HUDbelieves it can
immediately put in place. HUD may,
following receipt of public comment
and further consideration of this issue,
revise how recipients and subrecipients
document the referral to other providers
when beneficiaries may assert
objections to the original provider. For
now, HUD is requiring that any
objections and any referrals be
documented in accordance with the
recordkeeping provisions of §578.013.
This section of the interim rule also

contains limitations on the types of
eligible assistance that may not be
combined in a single structure or
housing unit. As the Continuum of Cere
substantially increases the types of
assistance that may be combined in a
project from previous programs, HUD
has established standards in this section
to provide recipients with clarity about
the types of activities that may not be
carried out in a single structure or
housing unit.

Termination of assistance. The
interim rule provides that a recipient
may terminate assistance to a
participant who violates program
requirements or conditions of
occupancy. The recipient must provide
a formal process that recognizes the due
process of law. Recipients may resume
assistance to a participant whose
assistance has been terminated.
Recipients that are providing

permanent supportive housing for hard-
to-house populations of homeless
persons must exercise judgment and
examine all circumstances in
determining whether termination is
appropriate. Under this interim rule,
HUD has datermined that a participant's
assistance should be terminated only in
the most severe cases. HUD is carrying

over this requirement from the Shelter
Plus Care program.

Fair Housing and Equal Opportunity
requirements. The Continuum of Care,
as well as its members and
subrecipients, are required to comply
with applicable civil rights laws.
Section 578.93, addressing
nondiscrimination and equal
opportunity requirements, is provided
to offer greeter direction to recipients
and subrecipients on the use of grant
funds. Section 678.93(a) states that the
nondiscrimination and equal
opportunity requirements set forth in 24
CFR 5.105(a) apply. This includes, but
is not limited to, the Fair Housing Act,
Title VI of the Civil Rights Act of 1964,
Section 504 of tho Rohabilitation Act of
1973 (Section 504), and titleiI of the
Americans with Disabilities Act.
Section 578.93(b) explains when

recipients and subrecipients may
exclusively serve a particular
subpopulation in transitional or
permanent housing. As part of these
requirements, recipients must also
administer programs and activities
receiving federal financial assistance in
the most integrated setting appropriate
to the needs of qualified individuals
with disabilities. This "integration
mandate" requires that HUD-funded
programs or activities enable
individuals with disabilities to interact
with nondisabled persons to the fullest
extent possible. In reviewing requests
for funding through the Continuum of
Care NOFA, HUDwill be considering
each recipient's proposals to provide
integrated housing to individuals with
disabilities.
There are certain situations in which

a recipient or subrecipient may limit
housing to a specific subpopulation, 80
long as admission does not discriminate
against any protected class, as well as
instances where recipients or
subrecipients may limit admission or
provide a preference to certain
subpopulations of homeless persons and
families who need the specialized
services provided in the housing. For
example, §578.93(b)(2) states that the
housing may be limited to homeless
veterans, so long as admission is not
denied based on any membership in a
protected class; e.g., homeless veterans
with families must be admitted.
Similarly, housing may be limited to
domestic violence victims and their
families or persons who are at risk of
institutionalization, so long 8S
admission is not denied based on any
membership in a protected class.
Section 578.93(b)(3) states that

housing may be limited to families with
children.

Section 578.93(b)(1) states that, in
consideration of personal privacy,
housing may only be limited to a single
sex when such housing consists of a
single structure with shared bedrooms
or bathing facilities such that the
considerations of personal privacy and
the physical limitations of the
configuration of the housing make it
appropriate for the housing to be limited
to one sex.
Further, §§ 578.93(b)(4) and (5) clearly

outline instances when sex offenders or
violent offenders may be excluded from
housing, and when projects providing
sober housing may exclude persQns.
HUD's Section 504 regulations permit

housing funded under a particular
program to be reserved for persons with
a specific disability when a federal
statute or executive order specifically
authorizes such a limitation. Section
578.93(b)(6) states that if the housing is
assisted with funds under a federal
program that is limited by federal
statute or executive order to a specific
subpopulation, the housing may be
limited to that subpopulation.
Section 578.93(0)(7) provides

clarification to recipients of funds under
this part as to when a project can limit
admission to a specific subpopulation of
homeless individuals and families based
on the service package offered in the
project. To help recipients better
understand these requirements. the
following paragraphs provide a detailed
explanation of the regulatory provision,
along with a few examples.
Section 578.93(b)(7) states that

recipients may limit admission to or
provide a preference for the housing to
subpopulations of homeless persons and
femilies who need the specialized
supportive services that are provided in
the housing. The regulation contains the
following examples: Substance abuse
addiction treatment, domestic violence
services, or a high-intensity package
designed to meet the needs of hard-to-
reach homeless persons. However,
§578.93(b)(7) further states that while
tho housing may offer services for a
particular type of disability, no
otherwise eligible individual with 8
disability, or family that includes an
individual with a disability, who may
benefit from the services provided may
be excluded on the grounds that they do
not have a particular disability. Below
are general examples to offer guidance
on this subsection. Please note that
these examples are non exhaustive, but
emphasize that the proper focus is on
the services available as part of the
Continuum of Care project as opposed
to a person's category or subcategory of
disability. While these general
principles are offered to help clarify this
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section, 8 change in the factual scenario
may change the analysis.
One clarifying example is as follows.

A private, nonprofit organization or a
local government applies for and
receives a new grant under this part to
provide project-based rental assistance
and services, including case
management, Intensive therapy
provided by a psychiatrist, and
medication management. The recipient
or subrecipient may establish a
preference for individuals who are
chronically homeless. When filling an
opening in the housing, the recipient or
subrecipient may target chronically
homeless individuals or families, but if
there are no such individuals or families
either on a waiting list or applying for
entrance to the program, the recipient or
subrecipient cannot deny occupancy to
individuals or families who apply for
entrance into the program and who may
benefit from the services provided.
When filling a vacancy in the housing,
the recipient or subrecipient, if
presented with two otherwise eligible
persons, one who is chronically
homeless and one who is not, may give
a preference to the chronically homeless
individual.
By comparison, §578.93(b)(6)

addresses situations where Continuum
of Care funds ere combined with HUD
funding for housing that may be
restricted to a specific disability. For
example, if Continuum of Care funds for
8. specific project are combined with
construction or rehabilitation funding
for housing from the Housing
Opportunities for People With AIDS
program, the program may limit
eligibility for the project to persons with
HIVIAIDSand their families. An
individual or a family that includes an
individual with a disability may be
denied occupancy if the individual or at
least one member of the family does not
have HIV/AIDS.
In another example, a private,

nonprofit organization applies for and
receives Continuum of Care funds from
a local governmental entity to
rehabilitate a five-unit building, and
provides services including assistance
with daily living and mental health
services. While the nonprofit
organization intends to target and
advertise the project as offering services
for persons with developmental
disabilities, an individual with a severe
psychiatric disability who does not have
a developmental disability but who can
benefit from these services cannot be
denied.
Section 578.93(e}incorporates the

"preventing involuntary family
separation" requirement set forth in
Section 404 ofthe McKinney-Veto Act

into this interim rule. This provision
clarifies, especially for projects where
the current policy is to deny the
admittance of a boy under the age of 18,
that denying admittance to a project
based on age and gender is no longer
permissible. HUD encourages
Continuums of Care to use their
centralized or coordinated assessment
systems to find appropriate shelter or
housing for families with male children
under the age of 18.

Specific request for comment. HUD
specifically seeks comments from
Continuum of Cere-funded recipients on
this requirement. HUD invites
comments about the difficulty that
recipients are going to experience, if
any, in implementing this requirement.
In addition to comments about the
difficulties, HUD invites communities
that have already implemented this .
requirement locally to describe their
methods for use in HUD's technical
assistance materials and for posting on
the HUDHomeless Resource Exchange.

Other standards. In addition to the
program requirements described in this
preamble, the interim rule sets forth
other program requirements by which
all recipients of grant funds must abide.
These include a limitation on the use of
grant funds to serve persons defined as
homeless under other federal laws,
conflicts of interest standards, and
standards for identifying uses of
program income.
Additionally, recipients are required

to follow other federal requirements
contained in this interim rule under
§578.99. These include compliance
with such federal requirements as the
Coastal Barriers Resources Act, OMB
Circulars, mID's Lead-Based Paint
regulations, and audit requirements.
The wording of these requirements has
been substantially revised from previous
programs, with the objective being to
increase clarity and comprehension of
the directions to recipients and
subrecipients in the use of grant funds.
Administration (Subpart G)

Technical assistance. The purpose of
technical assistance under the
Continuum of Care program is to
increase the effectiveness with which
Continuums of Cere, eligible applicants,
recipients, subrecipients, and UFAs
implement and administer their
Continuum of Care planning process.
Technical assistance will also improve
the capacity to prepare applications,
and prevent the separation of families in
projects funded under the Emergency
Solutions Grants, Continuum of Care,
and Rural Housing Stability Assistance
programs. Under this interim rule,
technical assistance means the transfer

of skills and knowledge to entities that
may need, but do not possess, such
skills and knowledge. The assistance
may include written information, such
as papers, manuals, guides, and
brochures; person-to-person exchanges;
and training and related costs.
Therefore, as needed, HUDmay

advertise and competitively select
providers to deliver technical
assistance. HUDmay enter into
contracts, grants, or cooperative
agreements to implement the technical
assistance. HUDmay also enter into
agreements with other federal agencies
when awarding technical assistance
funds.

Becordkeeping requirements. Grant
recipients under the Supportive'
Housing Program and the Shelter Plus
Care program have always been required
to show compliance with regulations .
through appropriate records. However,
the existing regulations are not specific
about the records to be maintained. The
interim rule for the Continuum of Care
program elaborates upon the
recordkeeping requirements to provide
sufficient notice and clarify the
documentation that HUn requires for
assessing compliance with the program
requirements. The recordkeeping
requirements for documenting homeless
status were published in the December
5, 2011, Defining Homeless final rule.
Because these recordkeeping
requirements already went through a 60-
day comment period, HUD is not
seeking further comment on these
requirements. Additionally,
recordkeeping requirements with
similar levels of specificity apply to
documentation of "at risk of
homelessness" and theee requirements
can be found in §576.500(c) of the
Emergency Solutions Grants program
interim rule published on December 5,
2011. Because the documentation
requirements pertaining to "at risk of
homelessness" were already subject to a
60-day public comment period, HUD is
not seeking additional comment on
these requirements. Further
requirements are modeled after the
recordkeeping requirements for the
HOME Investment Partnerships Program
(24 CFR92.508) and other HUD
regulations.
Included along with these changes are

new or expanded requirements
regarding confidentiality, rights of
access to records, record retention
periods, and reporting requirements.
Most significantly, to protect the safety
and privacy of all program participants,
the Continuum of Care rule broadens
the program's confidentiality
requirements. The McKinney-Vento Act
requires only procedures to ensure the
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confidentiality of records pertaining to
any individual provided family violence
prevention or treatment services under
this program. The interim rule requires
written procedures to ensure the
security and confidentiality of all
records containing personally
identifying information of any
individual or family who applies for
and/or receives Continuum of Care
assistance.

Grant and project changes. The
interim rule provides that recipients of
grants may not make any significant
changes to use of grant funds without
prior MUDapproval. evidenced by a
grant amendment signed by HUD and
the recipient. The interim rule provides
separate standards for determining
when a grant amendment is required for
Continuums having only one recipient.
including UFAs, and Continuums
having more than one recipient.
Additionally. the interim rule provides
contingencies that must be met before
Hun will approve the grant
amendment. These contingencies are
necessary to ensure that recipients meet
the capacity requirements established in
the NOFA and to ensure that eligible
persons within the geographic area are
better served and, since the Continuum
of Care program is a competitive
program, that the priorities established
under the'NOFA continue to be met.
Any changes to an approved grant or
project that do not require a grant
amendment. as set forth in this section,
must be fully documented in the
recipient's or subrecipient's records.

Sanctions. The interim rule
establishes sanctions based on existing
regulations and strengthens the
enforcement procedures and array of
remedial actions and sanctions for
recipients and subrecipients of
Continuum of Care funds. These
revisions draw from the requirements at
24 CFR85.43 and other HUD program
regulations.

Close-out. The interim rule provides
that grants must be closed out at the end
of their grant term if recipients are not
seeking renewal. Section 578.109 of this .
interim rule specifies the actions that
must be taken after the closeout,
including grantee submission of
financial. final performance, or other
reports required by HODwithin 90 days
of the end of the grant term. Any unused
funds must be deobligated and returned
toHUD.
The interim rule stipulates. for grants

seeking renewal, that failure to submit
final performance reports, or other
reports required by Hun within 90
days. may cause renewal funds to be
withdrawn and grant funds expended
on the renewal grant to be repaid.

Ill. Regulations for BUD Homeless
Assistance Programs Existing Prior to
Enactment of HEARTIl Act
Because grants are still being

administered under the Shelter Plus
Care program and the Supportive
Housing program, the regulations for
these programs in 24 CFRparts 582, and
583, respectively, will remain in the
Code of Federal Regulations for the time
being. When no more. or very few.
grants remain under these programs,
HODwill remove the regulations in
these parts by a separate rule (if no
grants exist) or will replace them with
a savings clause, which will continue to
govern grant agreements executed prior
to the effective date of the HEARTHAct
regulations.
IV. Conforming Regulations
In addition to establishing the new

regulations for the Continuum of Care
program. Hun is amending the .
following regulations. which reference
the Shelter Plus Care Program and the
Supportive Housing Program, to include
reference to the Continuum of Care
program. These regulations are the
regulations pertaining to: (1) Family
Income and Family Payment;
Occupancy Requirements for Section 8
and Public Housing, Other HUD-
Assisted Housing Serving Persons with
Disabilities, and Section 8 Project-Based
Assistance. the regulations for which are
in 24 CFR part 5. subpart F. specifically,
.§ 5.601 (Purpose and Applicability).
paragraphs (d) and (e) ofthis section;
§5.603 (Definitions). specifically the
definition of "Responsible Entity;"
§5.617 (Self-Sufficiency Incentives for
Persons with Disabilities-Disallowance
of Increase in Annual Income),
paragraph (a) of this section; (2)
Environmental Review Responsibilities
for Entities Assuming HUD
Environmental Responsibilities. the
regulations for which are in 24 CFRpart
58. specifically §58.1 (Purpose and
Applicability), paragraph (b)(3) of this
section; and (3) the Consolidated
Submissions for Community Planning
and Development Programs, the .
regulations for which are in 24 CFRpart
91. specifically. §91.2 (Applicability),
paragraph (b) of this section.
V. Justification for Interim Rulemakfng
In accordance with its regulations on

rulemaking at 24 CFRpart 10, HUD
generally publishes its rules for advance
public comment.2 Notice and public

aThe Administrative Procedure Act (5 U.S.c.
Subchapter llJ (APAJ,which governs federal
n.lamaking. provides in section 553(8) that mattars
involving a mUltary or foreign affair. function of the
United States or a matter relating to federal agency

procedures may be omitted. however, if
Hun determines that. in a particular
case or class of cases, notice and public
comment procedure are "impracticable.
unnecessary. or contrary to the public
interest." (See 24 CFR 10.1.)
In this case, HUD has determined that

it would be contrary to the public
interest to delay promulgation of the
regulations for the Continuum of Care
program.s Congress has provided
funding for this new program in the
Consolidated and Further Continuing
Appropriations Act. 2012 (Pub. L. 112-
55, approved November 18, 2011) (FY
2012 Appropriations Act). The FY 2012
Appropriations Act. under the account
for Homeless Assistance Grants.
appropriates not less than $1.593 billion
for the Continuum of Care and Rural
Housing Stability programs. While
many federal programs. including HUD
programs. received a reduction in
funding in the FY 2012 Appropriations
Act. Congress increased funding for
HOD's homeless assistance grants,
including the Continuum of Care
program. Additionally. the Conference
Report accompanying the FY 2012
Appropriations Act (House Report 112-
284) states in relevant part. 88 follows:
"The conferees express concern that
HOD continued to implement pre-
HEARTHgrant programs in FY 2011,
due to a lack of regulations. The
conferees direct HUD to publish at least
interim guidelines for the Emergency
Solutions Grants and Continuum of Care
programs this fiscal year and to
implement the new grant programs as
soon 88 possible so that the updated
policies and practices in HEARTHcan
begin to govern the delivery of homeless
assistance funding." (See Conf. Rpt. at
page 319. Emphasis added.) Given this
congressional direction. HOD is issuing
this rule providing for regulations for
the Continuum of Care program as an
interim rule. Having interim regulations
in place will allow mID to move
forward in making FY 2012 funds
available to grantees. and avoid a
significant delay that would result from
issuance. first. of a proposed rule. As

mllDasement or plllllODD81or \0 public properly.
loans. grant •• benelll., or contract. are axempi from
the advance notice and public comment
requirement of sectloDll 553(b) and (c) of the APA.
In ite regulation. in 24 CFR 10.1, HODbu waived
the exemption for advance notice and public
comment for matters that relate to publ1c property,
loans. grants, benelll •• or contracte, and baa
committed 10 undertake notice and commenl
rulemakmg for these matters.

oAlthough HOD's reguletlon In 24 CFR 10.1
provide thai HOD will involve public participation
In lis rulemaking, thi. regulation a1aoprovidea thai
notice and public procedure will be omitted IfHUD
delennlnas in a particular cue or class of COlesthai
notice and public procedure are impracticable.
unnecessary, or contrary to the public Interest,
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has been discussed in this preamble, the
fuundation fur the Continuum ofQrre
regulations is the criteria and
requirements provided in NOFAs for the
Continuum of Care Homeless Assistance
Grants Competition program, which
HUDhas funded for more than 10 years.
Through the Continuum of Care
Homeless Assistance Grants
Competition program, HUDprovided
funding for the Supportive Housing
program, the Shelter Plus Care program,
and the Section 8 Moderate
Rehabilitation Single Room Occupancy
program. The HEARTHAct
consolidated these three competitive
programs into the statutorily established
Continuum of Care program, which was
established as a single grant program.
Interim regulations will provide
certainty with respect to funding
requirements and eligible expenditures
for FY 2012, and the public comment
solicited through this interim rule will
help inform the public procedures that
BUD is contemplating in its regulations
in 24 CFRpart 10, and this public
comment, in turn, will inform the final
rule that will follow this interim rule
and govern the funding years following
FY 2012.

For the reasons stated above, HUD is
issuing this rule to take immediate
effect, but welcomes all comments on
this interim rule and all comments will
be taken into consideration in the
development of the final rule.
VI. Findings and Certifications
Regulatory Review-Executive Orders
12866 and 13563

Under Executive Order 12866
(Regulatory Planning and Review), a
determination must be made whether a
regulatory action is significant and,
therefore, subject to review by the Office
of Management and Budget (OMB)in
accordance with the requirements of the
order. Executive Order 13563
(Improving Regulations and Regulatory
Review) directs executive agencies to
analyze regulations that are "outmoded,
ineffective, insufficient, or excessively
burdensome, and to modify, streamline,
expand, or repeal them in accordance
with what has been learned." Executive
Order 13563 also directs that, where
relevant, feasible, and consistent with
regulatory objectives, and to the extent
permitted by law, agencies are to
identify and consider regulatory
approaches that reduce burdens and
maintain flexibility and freedom of
choice for the public. This rule was
determined to be a "significant
regulatory action," as defined in section
3(f) of Executive Order 12866 (although
not an economically significant

regulatory action, as provided under
section 3(f)(1) of the Executive Order).

As has been discussed in this
preamble, this interim rule establishes
the regulations for the Continuum of
Care program, which is the HEARTH
Act's codification of BUD's long-
standing Continuum of Care planning
process. The HEARTHAct not only
codified in law the planning system
known as Continuum of Care, but
consolidated the three existing
competitive homeless assistance grant
programs (Supportive Housing, Shelter
Plus Care, and Single Room Occupancy)
into the single grant program known as
the Continuum of Care program. As
discussed in the preceding section of
the preamble, HUD funded these three
programs for more than 10 years
through a NOFA, which was titled the
Continuum of Care Homeless Assistance
Grants Competition Program. However,
the funding of the three competitive
grant programs, although done through
a single NOFA, delineated the different
statutes and regulations that governed
each of the three programs (see, for
example, HUD's 2008 Continuum of
Care NOFA at 73 FR 398450, .
specifically page 39845). In
consolidating these three competitive
programs into a single grant program,
the HEARTHAct achieves the
administrative efficiency that HUD
strived to achieve to the extent possible,
through its administrative establishment
of the Continuum of Care planning
process. To the extent permitted by the
HEARTHAct and where feasible, the
regulations build-in flexibility for
grantees, based on experience in
administering the Continuum of Care
program to date. Given the transition
from administrative operation of the
Continuum of Care program to statutory
operation of the Continuum of Care
program, this interim rule would also
have no discernible impact upon the
economy.

The-docket file is available for public
inspection in the Regulations Division,
Office of the General Counsel, Room
10276, 451 7th Street SW., Washington,
DC 20410-0500. Due to security
measures at the BUD Headquarters
building, please schedule an
appointment to review the docket file by
calling the Regulations Division at 202-
708-3055 (this-is not a toll-free
number). Individuals with speech or
hearing impairments may access this
number via TTY by calling the Federal
Relay Service at 800-877-8339.
Environmental Impact

A Finding of No Significant Impact
(FONSI)with respect to the
environment has been made in

accordance with BUD regulations at 24
CFRpart 50, which implement section
102(2)(C)of the National Environmental
Policy Act of 1969 (42 U.S.C.
4332(2)(C». The Finding of No
Significant Impact is available for public
inspection between the hours of 8 a.m,
and 5 p.m. weekdays in the Regulations
Division, Office of General Counsel,
Department of Housing and Urban
Development, 451 7th Street SW., Room
10276, Washington, DC 20410-0500.
Due to security measures at the BUD
Headquarters building, please schedule
an appointment to review the FONSI by
calling the Regulations Division at 202-
708-3055 (this is not a toll-free
number). Individuals with speech or
hearing impairments may access this
number via TTYby calling the Federal
Relay Service at 800-877-8339.
Unfunded Mandates Reform Act

The Unfunded Mandates Reform Act
of 1995 (2 U.S.C. 1531-1538) (UMRA)
establishes requirements for federal
agencies to assess the effects of their
regulatory actions on State, local, and
tribal governments and on the private
sector. This interim rule does not
impose a federal mandate on any State,
local, or tribal government, or on the
private sector, within the meaning of
UMRA.
Regulatory Flexibility Act

The Regulatory Flexibility Act (6
U.S.c. 601 et seq.) generally requires an
agency to conduct a regulatory
flexibility analysis of any rule subject to
notice and comment rulemaking
requirements, unless the agency certifies
that the rule will not have a significant
economic impact on a eubstantial
number of small entities. This rule
solely addresses the allocation and use
of grant funds under the new
McKinney-Vento Act homeless
assistance programs, as consolidated
and amended by the HEARTH Act. As
discussed in the preamble, the majority
of the regulatory provisions proposed by
this rule track the regulatory provisions
of the Continuum of Care program, with
which prospective recipients of the
Supportive Housing program and the
Shelter Plus Care program are familiar.
Accordingly, the program requirements
should raise minimal issues because
applicants and grantees are familiar
with these requirements, and in
response to BUD's solicitations to them
on the burden of the requirements for
the Supportive Housing program and
the Shelter Plus Care prograin, grantees
have not advised that such requirements
are burdensome. Therefore, BUD has
determined that this rule would not
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have a significant economic impact on
a substantial number of small entities.

Notwithstanding RUD's
determination that this rule will not
have a significant effect on a substantial
number of small entities, RUD
specifically invites comments regarding
any less burdensome alternatives to this
rule that will meet RUD's objectives as
described in this preamble.
Executive Order 13132, Federalism

Executive Order 13132 (entitled
"Federalism") prohibits an agency from
publishing any rule that has federalism
implications if the rule either imposes

substantial direct compliance costs on
State and local governments and is not
required by statute, or the rule preempts
State law, unless the agency meets the
consultation and funding requirements
of section 6 of the Executive Order. This
final rule does not have federalism
implications and does not impose
substantial direct compliance costs on
State and local governments nor
preempts State law within the meaning
of the Executive Order.
Paperwork Reduction Act

The information collection
requirements contained in this interim

REPORTING AND RECORDKEEPING BURDEN

rule have been submitted to the Office
of Management and Budget (OMB)
under the Paperwork Reduction Act of
1995 (44 U.S.C. 3501-3520). In
accordance with the Paperwork
Reduction Act, an agency may not
conduct or sponsor, and a person is not
required to respond to, a collection of
information, unless the collection
displays a currently valid OMB control
number.

The burden of the information
collections in this interim rule is
estimated as follows:

Inlormation collecllon Total annual
hours

Number of
respondents

Response
frequency
(average)

Total annual
responses

Burden hours
per response

§ 578.5(a) Establishing the Coc ..•.......................................
§ 578.5(b) Establishing the Board •.•.•.•.•....•....•.......•.•..•........
§578.7(a)(1) Hold COCMeetings •.•.•.•.:•.•.•.•...........•.•....•.....
§ 578.7(a)(2) Invitation for New Members ;..•.....•..........
§ 578.7(a)(4) Appoint commHtees ..•.....••.••.•.•.•.•.............•.•...
§ 578.7(a)(5) Governance charter .•.•...................•.•..............
§578.7(a)(6) and (7) MonHor performance and evaluation
§578.7(a)(8) Centralized or coordinated assessment sys-
tem .....•..•.•.••..•....•....•.....•..••.•...•..•..•.•.•..•.....•...•..•..•.•.......•...

§ 578.7(a)(9) Written standards •.•.•....•..•...•.•..•..•.•......•.•..•....
§ 578.7(b) Designate HMIS •..•..•.•.•.•.•.•..•..............................
§ 578.9 Appncation for funds •....•.•....•..•...•.•..•...•.•..........•.....
§ 578.11 (c) Develop CoG plan .........•.•...•.•...•.•.....................
§ 578.21 (c) Satisfying conditions •.•.••..•.•.•....•.•..•..................
§ 578.23 Executing grant agreements .•.•.•..•.•.•...•.......•....•.•.
§578.35(b) Appeakolo .•..•.•.•.•.•.•....•....•.•.•.•..•.•...•.•.•..•.•..•.
§ 578.35(c) Appeal-denled or decreased funding •....•.•.....
§ 578.35(d) Appeal---<:ompetlng CoG ..............•.•...........•.•.•.
§ 578.35(e) Appeal-Consolldated Plan certHlcatlon •.•.•.•.•.
§578.49(a)-Leaslng exceptions •.•....•.:•.•.•..•.•.•.•.......•.•.•.•.•.
§ 578.65 HPC Standards ..•..•.•.•.•.•..•.•..•..•.••.•..•.•.•.•.•..•.......•.
§578.75(a)(1) Slate and local requlrements-Bppropriate
service provision •.............•...........•..•.•..•.•..........................

§ 578.75(a)(1) State and local requlremenls-houslng
codes .•.........•......•.•..•...•...•.•...•..•..•.•....••..•.•.•.•..•....•...........

§578.75(b) Housing quallty standards ...•.•.........•.•.•.•.•......•.
§ 578.75(b) Suitable dwelling size •....•.•....•...•...•.•....•.•.•..•....
§578.75(c) Meals ...•.••.•...•.•.••.•..•.•.•...•..•.•.•.•.•.•.•..•.•..•.•.•.......
§578.75(e) Ongoing assess~t of supportive services ....
§578.75(f) Residential supervision .......•...........•............•.•...
§578.75(g) Participation of homeless Individuals •.•..•.•.•.....
§ 578.75(h) Supportive service agreements •.•.•..•.•..•.•..•.•....
. § 578.n(a) Signed leases/occupancy agreements .....•.•.....
§57B.n(b) Calculating occupancy charges •.......................
§578.n(c) Calculating renl ......•.•.•............................•.•.•.....
§ 578.81 (a) Use restriction ....•.•.••.•.•...•.•..•....•..•..•.•.•.•.•.•.•..•..
§578.91(a) Termination of assistance •.•.•.•.•.•.•.•..•.•.•..•..•.•...
§578.91(b) Due process for termination 01a66lslance .•.....
§ 578.95(d)-Conmct-of-lnterest exceptions •.•.•.•...•...•.•.•..•..
§ 578. 103(a)(3) Documenting hornalassness ..............•.......
§578.103(a)(4) Documenting at risk 01 homelessness •.•....
§ 578.103(a)(5) Documenting Imminent threat of harm ..•....
§ 578.103(a)(7) Documenting program participant records
§ 578.103(a)(7) Documenting case management ......•.•.•....
§ 578.103(a)(13) Documenting faith-based activities •.........
§578.103(b) ConfidentiaUIy procedures •.•....•.............•........
§578.105(a) GranVproJect changes-UFAs •...•.........•.•.•.•.•.
§ 578.105(b) GranVproject changes-muHlple project appli-
cants •.•..•.•..•..•...........•...•.•.•.•..•.•.•.•..•.•...•....•...•..•....•...•..•.•.

450
450
450
450
450
450
450

450
450
450
450
450

8.000
8,000

10
15
10
5
5
20

7.000

20
72.800
72,800
70.720
8,000
6,600
11.500
3.000

104,000
1.840
2.000

20
400

4.500
10

300.000
10,000

200
350.000
8.000
8,000
11,500

20

800

1
1
2
1
2
1
4

1
1
1
1
1
1
1
1
1
1
1
1
1

1
2
2
1
1
3
1
100
2

200
200
1
1
1
1
1
1
1
6
12
1
1
2

450
450
900
450
900
450
450

450
450
450
450
450

8,000
8,000

10
15
10
5
5

20

7,000

20
145,600
145,600
70.720
8,000
19,800
11,500
30,000

208,000
368.000
400,000

20
400

4.500
10

300.000
10,000

200
2,100,000

96.000
8,000
11.500

40

800

8.0
5.0
4.0
1.0
0.5
7.0
9.0

8.0
5.0

10.0
180.0

9.0
4.0
1.0
4.0
1.0
5.0
2.0
1.5

10.0

0.5

3.0
1.0

0.08
0.5
1.5

0.75
1.0
0.5
1.0

0.75
0.75
0.5

4.00
3.0
3.0
0.25
0.25
0.5

0.25
1.0
1.0
1.0
2.0

2.0

3,600
2,250
3,600
450
450

3.150
4,050

3,600
2,250
4,500
B1,000
4.050
32,000
8,000

40
15
50
10
7.5
200

3.500

60
145,600
11,648
35.360
12,000
14.850
11,500
15,000

208.000
276.000
300,000

10
1,600
13.500

30
75,000
2.500
100

525.000
96.000
8.000
11,500

80

1,600

Total .............•.•.•.•.•...•.........•.•..•.....•.......•.•.....•.....•......... 1,921.710.5
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In accordance with 5 CFR
1320.8(d)(1), HUD is soliciting
comments from members of the public
and affected agencies concerning this
collection of information to:

(1) Evaluate whether the proposed
collection of information is necessary
for the proper performance of the
functions HUD, including whether the
information will have practical utility;

(2) Evaluate the accuracy of HUD's
estimate of the burden of the proposed
collection of information;

(3) Enhance the quality, utility, and
clarity of the information to be
collected; and

(4) Minimize the burden of the
collection of information on those who
are to respond, including through the
use of appropriate automated collection
techniques or other forms of information
technology; e.g., permitting electronic
submission of responses.

Interested persons are invited to
submit comments regarding the
information collection requirements in
this rule. Comments must refer to the
proposal by name and docket number
(FR-5476-I-Ol) and be sent to: HUD
Desk Officer, Office of Management and
Budget, New Executive Office Building,
Washington, DC 20503, Fax: (202) 395-
6947, and Reports Liaison Officer,
Office of the Assistant Secretary for
Community Planning and Development,
Department of Housing and Urban
Development, 451 Seventh Street SW.,
Room 7233, Washington, DC 20410--
7000.

Interested persons may submit
comments regarding the information
collection requirements electronically
through the Federal eRulemaldng Portal
at http://www.reguJations.gov. HUD
strongly encourages commenters to
submit comments electronically.
Electronic submission of comments
allows the commenter maximum time to
prepare and submit a comment, ensures
timely receipt by HUD, and enables
HUD to make them immediately
available to the public. Comments
submitted electronically through the
http://www.reguJations.govWeb site can
be viewed by other commenters and
interested members of the public.
Commenters should follow the
instructions provided on that site to
submit comments electronically.

List of Subjects in 24 CFR Part 578
Community facilities, Continuum of

Care, Emergency solutions grants, Grant
programs-housing and community
development, Grant program-social
programs, Homeless, Rural housing,
Reporting and recordkeeping
requirements, Supportive housing

programs- housing and community
development, Supportive services.

Accordingly, for the reasons described
in the preamble. HUD adds part 578 to
subchapter C of chapter V of subtitle B
of 24 CFR to read as follows:

PART 578-CONTINUUM OF CARE
PROGRAM

Subpart A-General Provisions

Sec.
578.1 Purpose and scope.
578.3 Definitions.
Subpart B-Establlshlng and Operating a
Continuum of Care
578.5 Establishing the Continuum of Care.
578.7 Responsibilities of the Continuum of

Care.
578.9 Preparing an application for funds.
578.11 Unified Funding Agency.
578.13 Remedial action.
Subpart C-Appllcatlon and Grant Award
Process
578.15 Eligible applicants.
578.17 Overview of application and grant

award process.
578.19 Application process.
578.21 Awarding funds.
578.23 Executing grant agreements.
578.25 Site control.
578.27 Consolidated plan.

j 578.29 Subsidy layering.
578.31 Environmental review.
578.33 Renewals.
578.35 Appeal.
Subpart D-Program Components and
Eligible Costs
578.37 Program components and uses of

assistance.
578.39 Continuum oICare planning

activities.
578.41 Unified Funding Agency costs.
578.43 Acquisition.
578.45 Rehabilitation.
578.47 New construction.
578.49 Leasing.
578.51 Rental assistance.
578.53 Supportive services.
578.55 Operating costs.
578.57 Homeless Management Information

System.
578.59 Project administrative costs.
578.61 Relocation costs.
578.63 Indirect costs.
Subpart E-Hlgh·Performlng Communities
578.65 standards.
578.67 Publication of application.
578.69 Cooperation among entities.
578.71 HPC·eligible activities.
Subpart F-Program RequIrements
578.73 Matching requirements.
578.75 General operations.
578.77 Calculating occupancy charges and

rent.
578.79 Limitation on transitional housing.
578.81 Term of commitment. repayment of

grants, and prevention of undue benefits.
578.83 Displacement, relocation, and

acquisition.
578.85 Timeliness standards.

578.87 Limitation on use of funds.
578.89 Limitation on use of grant funds to

serve persons defined as homeless under
other federal laws.

578.91 Termination of assistance to
program participants.

578.93 Fair Housing and Equal
Opportunity .

578.95 Conflicts of interest.
578.97 Program Income.
578.99 Applicability of other federal

requirements.
Subpart G-Grant AdmInistration
578.101 Technical assistance.
578.103 Recordkeeplng requirements.
578.105 Grant and project changes.
578.107 Sanctions.
578.109 Closeout.

Authority: 42 U.S.C. 11371 at seq., 42
U.S.C. 3535(d).

Subpart A-General Provisions

§678.1 Purpose and scope.
(a) The Continuum of Care program is

authorized by subtitle C of titlo IV of the
McKinney·Vento Homeless Assistance
Act (42 U.S.C. 11381-11389).

(b) The program is designed to:
(1) Promote communitywide

commitment to the goal of ending
homelessness:

(2) Provide funding for efforts by
nonprofit providers. States, and local
governments to quickly rehouse
homeless individuals (including
unaccompanied youth) and families.
while minimizing the trauma and
dislocation caused to homeless
individuals, families, and communities
by homalessnese:

{3) Promote access to and effective
utilization of mainstream programs by
homeless individuals and families; and

(4) Optimize self-sufficiency among
individuals and families experiencing
homelessness.

§678.3 Definitions.
As used in this part:
Act means the McKinney.Vento

Homeless Assistance Act as amended
(42 U.S.C. 11371 et seq.).

Annual renewal amount means the
amount that a grant can be awarded on
an annual basis when renewed. It
includes funds only for those eligible
activities (operating. supportive
services, leasing, rental assistance,
HMIS, and administration) that were
funded in the original grant (or the
original grant as amended), less the
unrenewable activities (acquisition. new
construction, rehabilitation, and any
administrative costs related to these
activities).

Applicant means an eligible applicant
that has been designated by the
Continuum of Care to apply for
assistance under this part on behalf of
that Continuum.

-AlTACHMENT •...••v. .
1-1..- qih .

PAGE ••••••••••••OF •••••M••••PAGES



Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations 45443

At risk of homelessness. (1) An
individual or family who:

(i) Has an annual income below 30
percent of median family income for the
area, as determined by HUD;

(ti) Does not have sufficient resources
or support networks, e.g., family,
friends, faith-based or other social
networks, immediately available to
prevent them from moving to an
emergency shelter or another place
described in paragraph (1) of the
"Homeless" definition in this section;
and

(m) Meets one of the following
conditions:

(A)Has moved because of economic
reasons two or more times during the 60
days immediately preceding the
application for homelessness prevention
assistance;

(B)Is living in the home of another
because of economic hardship;

(C)Has been notified in writing that
their right to occupy their current
housing or living situation will be
terminated within 21 days of the date of
application for assistance;

(D) Lives in a hotel or motel and the
cost of the hotel or motel stay is not paid
by charitable organizations or by
federal, State, or local government
programs for low-income individuals;

(E)Lives in a single-room occupancy
or efficiency apartment unit in which
there reside more than two persons, or
lives in a larger housing unit in which
there reside more than 1.5 people per
room. as defined by the U.S. Census
Bureau;

(F) Is exiting a publicly funded
institution. or system of care (such as a
health-care facility, a mental health
facility. foster care or other youth
facility. or correction program or
institution); or

(G) Otherwise lives in housing that
has characteristics associated with
instability and an increased risk of
homelessness. as identified in the
recipient's approved consolidated plan:

(2)A child or youth who does not
qualify as "homeless" under this
section. but qualifies as "homeless"
under section 387(3) of the Runaway
and Homeless Youth Act (42 U.S.C.
5732a(3)). section 637(11) of the Head
Start Act (42U.S.C. 9832(11)). section
41403(6) of the Violence Against
Women Act of 1994 (42U.S.C. 14043e-
2(6». section 330(h)(5)(A)of the Public
Health Service Act (42 U.S.C.
254b(h)(5)(A)),section 3lm) of the Food
and Nutrition Act of 2008 (7 U.S.C.
2012(m». or section 17(b)(15) of the
Child Nutrition Act of 1966 (42 U.S.C.
1786(b)(15));or

(3)A child or youth who does not
qualify 8S "homeless" under this

section. but qualifies as "homeless"
under section 725(2) of the McKinney-
Vento Homeless Assistance Act (42
U.S.C. 11434a(2)). and the parent(s) or
guardian(s) of that child or youth if
living with her or him.

Centralized or coordinated
assessment system means a centralized
or coordinated process designed to
coordinate program participant intake
assessment and provision of referrals. A
centralized or coordinated assessment
system covers the geographic area. is
easily accessed by individuals and
families seeking housing or services, is
well advertized. and includes a
comprehensive and standardized
assessment tool.

Chronically homeless. (1) An
individual who:

(i) Is homeless and lives in a place not
meant for human habitation. a safe
haven. or in an emergency shelter; and

(il) Has been homeless and living or
residing in a place not meant for human
habitation. a safe haven. or in an
emergency shelter continuously for at
least one year or on at least four separate
occasions in the last 3 years; and

(iii) Can be diagnosed with one or
more of the following conditions:
substance use disorder. serious mental
illness, developmental disability (as
defined in section 102 of the
Developmental Disabilities Assistance
Bill of Rights Act of 2000 (42 U.S.C.
15002)). post-traumatic stress disorder.
cognitive impairments resulting from
'brain injury. or chronic physical illness
or disability;

(2) An individual who has been
residing in an institutional care facility.
including a jail. substance abuse or
mental health treatment facility.
hospital. or other similar facility. for
fewer than 90 days and met all of the
criteria in paragraph (1) of this
definition. before entering that facility;
or

(3)A family with an adult head of
household (or Uthere is no adult in the
family. a minor head of household) who
meets all of the criteria in paragraph (1)
of this definition. including a family
whose composition has fluctuated while
the head of household has been
homeless.

Collaborative applicant means the
eligible applicant that has been
designated by the Continuum of Care to
apply for a grant for Continuum of Care
planning funds under this part on behalf
of the Continuum.

Consolidated plan means the HUD-
approved plan developed in accordance
with 24 CFR91.

Continuum of Care and Continuum
means the group organized to carry out
the responsibilities required under this

part and that is composed of
representatives of organizations.
including nonprofit homeless providers,
victim service providers, faith-based
organizations, governments, businesses.
advocates. public housing agencies,
school districts. social service providers.
mental health agencies. hospitals.
universities. affordable housing
developers. law enforcement,
organizations that serve homeless and
formerly homeless veterans, and
homeless and formerly homeless
persons to the extent these groups are
represented within the geographic area
and are available to participate.

Developmental disability means. as
defined in section 102 of the
Developmental Disabilities Assistance
and Bill of Rights Act of 2000 (42 U.S.C.
15002):

(1) A severe, chronic disability of an
individual that-

(ills attributable to 8 mental or
physical impairment or combination of
mental and physical impairments;

(ii) Is manifested before the individual
attains age 22;

(iii) Is likely to continue indefinitely;
(iv) Results in substantial functional

limitations in three or more of the
following areas of major life activity:

(A) Self-care;
(B)Receptive and expressive

language;
(C)Learning;
(D)Mobility;
(E) Self-direction;
(F) Capacity for independent living;
(G) Economic self-sufficiency.
(v) Reflects the individual's need for

a combination and sequence of special.
interdisciplinary. or generic services.
individualized supports, or other forms
of assistance that are of lifelong or
extended duration and are individually
planned and coordinated.

(2) An individual from birth to age 9.
inclusive. who has a substantial
developmental delay or specific
congenital or acquired condition. may
be considered to have a developmental
disability without meeting three or more
of the criteria described in paragraphs
(l)(i) through (v) of the definition of
"developmental disability" in this
section if the individual. without
services and supports. bas a high
probability of meeting these criteria
later in life.

Eligible applicant means a private
nonprofit organization. State. local
government. or instrumentality of State
.and local government.

Emergency shelter is defined in 24
CFRpart 576. _

Emergency Solutions Grants (ESG)
means the grants provided under 24
CFRpart 576.

c.
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Fair Market Rent (FMR)means the
Fair Market Rents published in the
Federal Register annually by HUD.

High.performing community (HPC)
means a Continuum of Care that meets
the standards in subpart E of this part
and has been designated as a high-
performing community by BUD.

Homeless means:
(1)An individual or family who lacks

a fixed, regular, and adequate nighttime
residence, meaning:
(i)An individual or family with a

primary nighttime residence that is a
public or private place not designed for
or ordinarily used as li regular sleeping
accommodation for human beings,
including a car, park, abandoned
building, bus or train station, airport, or
camping ground;
(ii) An individual or family living in

a supervised publicly or privately
operated shelter designated to provide
temporary living arrangements '
(including congregate shelters,
transitional housing, and hotels and
motels paid for by charitable
organizations or by federal, State, or
local government programs for low-
income individuals); or
(iii) An individual who is exiting an

institution where he or she resided for
90 days or less and who resided in an
emergency shelter or place not meant
for human habitation immediately
before entering that institution;
(2)An individual or family who will

imminently lose their primary nighttime
residence, provided that:

(1) The primary nighttime residence
will be lost within 14 days of the date
of application for homeless assistance;
(ii) No subsequent residence has been

identified; and
(iii) The individual or family lacks the

resources or support networks, e.g.,
family, friends, faith-based or other
social networks, needed to obtain other
permanent housing;
(3)Unaccompanied youth under 25

years of age, or families with children
and youth, who do not otherwise
qualify as homeless under this
definition, but who:
(i)Are defined as homeless under

section 387 of the Runaway and
Homeless Youth Act (42U.S.c. 5732a),
section 637 of the Head Start Act (42
U.S.C. 9832), section 41403 of the
Violence Against Women Act of 1994
(42U.S.C. 14043e-2), section 330(h) of
the Public Health Service Act (42 U.S.C.
254b(h)), section 3 of the Food and
Nutrition Act of 2008 (7U.S.C. 2012),
section 17(b) of the Child Nutrition Act
of 1966 (42 U.S.C. 1786(b)), or section
725 of the McKinney-Vento Homeless
Assistance Act (42 U.S.C. 11434a);

(il) Have not had a lease, ownership
interest, or occupancy agreement in
permanent housing at any time during
the 60 days immediately preceding the
date of application for homeless
assistance;
(iii) Have experienced persistent

instability as measured by two moves or
more during the 60-day period
immediately preceding the date of
applying for homeless assistance; and
(iv) Can be expected to continue in

such status for an extended period of
time because of chronic disabilities;
chronic physical health or mental health
conditions; substance addiction;
histories of domestic violence or
childhood abuse (including neglect); the
presence of a child or youth with a
disobility; or two or more barriers to
employment, which include the lack of
a high school degree or General
Education Development (GED),
illiteracy, low English proficiency, a
history of incarceration or detention for
criminal activity, and a history of
unstable employment: or
(4) Any individual or family who:
(1) Is fleeing, or is attempting to flee,

domestic violence, dating violence,
sexual assault, stalking, or other
dangerous or life-threatening conditions
that relate to violence against the
individual or a family membar,.
including a child, that has either taken
place within the individual's or family's
primary nighttime residence or has
made the individual or family afraid to
return to their primary nighttime
residence;
(ii) Has no other residence; and
(iii) Lacks the resources or support

networks, e.g., family, friends, and faith-
based or other social networks, to obtain
other permanent housing.

Homeless Management Information
System (HMIS)means the information
system designated by the Continuum of
Care to comply with the HMIS
requirements prescribed by HDD.

HMIS Lead means the entity
designated by the Continuum of Care in
accordance with this part to operate the
Continuum's HMIS on its behalf.

Permanent housing means
community-based housing without a
designated length of stay, and includes
both permanent supportive housing and
rapid rehousing. To be permanent
housing, the program participant must
be the tenant on a lease for a term of at
least one year, which is renewable for
terms that are 0 minimum of one month
long, and is terminable only for cause.

Permanent supportive housing means
permanent housing in which supportive
services are provided to assist homeless
persons with a disability to live
independently.

Point-in-time count means a count of
sheltered and unsheltered homeless
persons carried out on one night in the
last 10 calendar days of January or at
such other time as required by HUD.

Private nonprofit organization means
an organization:
(1) No part of the net earnings of

which inure to the benefit of any
member, founder, contributor, or
individual;
(2) That has a voluntary board;
(3) That has a functioning accounting

system that is operated in accordance
with generally accepted accounting
principles, or has designated a fiscal
agent that will maintain a functioning
accounting system for the organization
in accordance with generally accepted
accounting principles; and
(4) That practices nondiscrimination

in the provision of assistance.
A private nonprofit organization does

not include governmental organizations,
such as public housing agencies.

Program participant means an
individual (including an
unaccompanied youth) or family who is
assisted with Continuum of Care
program funds.

Project means a group of eligible
activities, such as HMIS costs, identified
as a project in an application to HUn for
Continuum of Care funds and includes
a structure (or structures) that is (are)
acquired, rehabilitated, constructed, or
leased with assistance provided under
this part or with respect to which HUD
provides rental assistance or annual
payments for operating costs, or
supportive services under this subtitle.

Recipient means an applicant that
signs a grant agreement with HUD.

Safe haven means, for the purpose of
defining chronically homeless,
supportive housing that meets the
following:
(1) Serves hard to reach homeless

persons with severe mental illness who
came from the streets and have been
unwilling or unable to participate in
supportive services;
(2) Provides 24-hour residence for

eligible persons for an unspecified
period;
(3) Has an overnight capacity limited

to 25 or fewer persdns; and
(4) Provides low-demand services and

referrals for the residents.
State means each ofthe 50 States, the

District of Columbia, the
Commonwealth of Puerto Rico,
American Samoa, Guam, the
Commonwealth of the Northern
Marianas, and the Virgin Islands.

Subrecipient means a private
nonprofit organization, State, local .
government, or instrumentality of State
or local government that receives a
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. subgrant from the recipient to carry out
a project.

Transitional housing means housing,
where all program participants have
signed a lease or occupancy agreement,
the purpose of which is to facilitate the
movement of homeless individuals and
families into permanent housing within
24 months or such longer period as
HUD determines necessary. The
program participant must have a lease
or occupancy agreement for a term of at
least one month that ends in 24 months
and cannot be extended.

Unified Funding Agency (UFA)means
an eligible applicant selected by the
Continuum of Care to apply for a grant
for the entire Continuum, which has the
capacity to carry out the duties in
§578.11(b), which is approved by HUD
and to which HUD awards a grant.

Victim service provider means a
private nonprofit organization whose
primary mission is to provide services
to victims of domestic violence, dating
violence, sexual assault, or stalking.
This term includes rape crisis centers,
battered women's shelters, domestic
violence transitional housing programs,
and other programs.

Subpart B-Establlshlng and
Operating a Continuum of Care

§678.6 Establishing the Continuum of
Care.
(a) The Continuum of Care.

Representatives from relevant
organizations within a geographic area
shall establish a Continuum of Care for
the geographic area to carry out the
duties of this part. Relevant
organizations include nonprofit
homeless assistance providers, victim
service providers, faith-based
organizations, governments, businesses,
advocates, public housing agencies,
school districts, social service providers,
mental health agencies, hospitals,
universities, affordable housing
developers, law enforcement, and
organizations that serve veterans and
homeless and formerly homeless
individuals.
(b) The board. The Continuum of Care

must establish a board to act on behalf
of the Continuum using the process
established as a requirement by
§578.7(a)(3) and must comply with the
conflict-of-interest requirements at
§578.95(b). The board must:
(1) Be representative of the relevant

organizations and of projects serving
homeless subpopulations; and
(2) Include at least one homeless or

formerly homeless individual.
(c) Transition. Continuums of Care

shall have 2 years after August 30, 2012

to comply with the requirements of
paragraph (b) of this section.

§678.7 Rnponalblllties of the Continuum
oreare.

(a) Operate the Continuum of Care.
The Continuum of Care must:
(1)Hold meetings. of the full

membership, with published agendas, at
least semi-annually;
(2)Make an invitation for new

members to join publicly available
within the geographic at least annually:
(3) Adopt and follow a written

process to select a board to act on behalf
of the Continuum of Care. The process
must be reviewed, updated, and
approved by the Continuum at least
once every 5 years:
(4) Appoint additional committees,

subcommittees, or workgroups:
(5) In consultation with the

collaborative applicant and the HMIS
Lead, develop, follow, and update
annually a governance charter, which
will include all procedures and policies
needed to comply with subpart B of this
part and with HMIS requirements as
prescribed by HUD: and a code of
conduct and recusal process for the
board, its chair(s), and any person acting
on behalf of the board;
(6) Consult with recipients and

subrecipients to establish performance
targets appropriate for population and
program type, monitor recipient and
subrecipient performance, evaluate
outcomes, and take action against poor
performers;
(7) Evaluate outcomes of projects

funded under the Emergency Solutions
Grants program and the Continuum of
Care program, and report to HUD:
(8) In consultation with recipients of

Emergency Solutions Grants program
funds within the geographic area,
establish and operate either a
centralized or coordinated assessment
system that provides an initial,
comprehensive assessment of the needs
of individuals and families for housing
and services. The Continuum must
develop a specific policy to guide the
operation of the centralized or
coordinated assessment system on how
its system will address the needs of
individuals and families who are
fleeing, or attempting to flee, domestic
violence, dating violence, sexual
assault, or stalking, but who are seeking
shelter or services from nonvictim
service providers. This system must
comply with any requirements
established by HUDby Notice.
(9) In consultation with recipients of

Emergency Solutions Grants program
funds within the geographic area,
establish and consistently follow
written standards for providing
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humans must be counted es unsheltered
homeless persons.

(il) Persons living in emergency
shelters and transitional housing
projects must be counted as sheltered
homeless persons. .

(iii) Other requirements established
by Hun by Notice.

(3) Conducting an annuel gaps
analysis of the homeless needs and
services available within the geographic
area;

(4) Providing information required to
complete the Consolidated Plan(s)
within the Continuum's geographic
area;

(5) Consulting with State and local
government Emergency Solutions
Grants program recipients within the
Continuum's geographic area on the
plan for allocating Emergency Solutions
Grants program funds and reporting on
and evaluating the performance of
Emergency Solutions Grants program
recipients and subrecipients.
§578.9 Preparing an application for fundi.

(a) The Continuum must:
(1) Design, operate, and follow a

collaborative process for the
development of applications and
approve the submission of applications
in response to a NOFA published by
mID under § 578.19 of this subpart;

(2) Establish priorities for funding
projects in the geographic area;

(3) Determine if one application for
funding will be submitted for all
projects within the geographic area or if
more than one application will be
submitted for the projects within the
geographic area;

(il If more than one application will
be submitted, designate an eligible
applicant to be the collaborative
applicant that will collect and combine
the required application information
from all applicants and for all projects
within the geographic area that the
Continuum has selected funding. The
collaborative applicant will also apply
for Continuum of Care planning
activities. If the Continuum is an
eligible applicant, it may designate
itself;

(ii) If only one application will be
submitted, that applicant will be the
collaborative applicant and will collect
and combine the required application
information from all projects within the
geographic area that the Continuum has
selected for funding and apply for
Continuum of Care planning activities;

(b) The Continuum retains all of its
responsibilities. even if it designates one
or more eligible applicants other than
itself to apply for funds on behalf of the
Continuum. This includes approving
the Continuum of Care application.

§ 578.11 Unified Funding Agency.
(a) Becoming a Unified Funding

Agency. To become designated as the
Unified Funding Agency (UFA) for a
Continuum, acollaborative applicant
must be selected by the Continuum to
apply to Hun to be designated as the
UFA for.the Continuum.

(b) Criteria for designating a UFA.
mID will consider these criteria when
deciding whether to designate a
collaborative applicant a UFA:

(1) The Continuum of Care it
represents meets the requirements in
§578.7;

(2) The collaborative applicant has
financial management systems that meet
the standards set forth in 24 CFR 84.21
(for nonprofit organizations) and 24 CFR
85.20 (for States);

(3) The collaborative applicant
demonstrates the ability to monitor
subrecipients; and

(4) Such other criteria as HUD may
establish by NOFA.

(c) Requirements. HUD-designated
UFAs shall:

(1) Apply to HUD for funding for all
of the projects within the geographic
area and enter into a grant agreement
with HUD for the entire geographic area.

(2) Enter into legally binding
agreements with subrecipients, and
receive and distribute funds to
subrecipients for all projects within the
geographic area.

(3) Require subrecipients to establish
fiscal control and accounting-
procedures as necessary to assure the
proper disbursal of and accounting for
federal funds in accordance with the
requirements of 24 CFR parts 84 and 85
and corresponding OMB circulars.

(4) Obtain approval of any proposed
grant agreement amendments by the
Continuum of Care before submitting a
request for an amendment to HUD.
§578.13 Remedlel actio'n.

(a) If HUD finds that the Continuum
of Care for a geographic area does not
meet the requirements of the Act or its
implementing regulations. or that there
is no Continuum for a geographic area,
Hun may take remedial action to ensure
fair distribution of grant funds within
the geographic area. Such measures may
include:

(1) Designating a replacement
Continuum of Care for the geographic
area;

(2) Designating a replacement
collaborative applicant for the
Continuum's geographic area; and

(3) Accepting applications from other
eligible applicants within the
Continuum's geographic area.

(b) mID must provide a so-day prior
written notice to the Continuum and its

collaborative applicant and give them
an opportunity to respond.

Subpart C-Appllcatlon and Grant
Award Process

§578.15 Eligible applicants.
(a) Who may apply. Nonprofit

organizations, States, local governments.
and instrumentalities of Stete or local
governments are eligible to apply for
grants.

(b) Designation by the Continuum of
Care. Eligible applicant(s) must have
been designated by the Continuum of
Care to submit an application for grant
funds under this part. The designation
must state whether the Continuum is
designating more than one applicant to
apply for funds and, if it is, which
applicant is being designated as the
collaborative applicant. If the
Continuum is designating only one
applicant to apply for funds, the
Continuum must designate that
applicant to be the collaborative
applicant.

(c)Exclusion. For-profit entities are
not eligible to apply for grants or to be
subrecipients of grant funds.
§578.17 Overview of application and grant
award process.

(a) Formula. (1) After enactment of the
annual appropriations act for each fiscal
year, and issuance of the NOFA, HUD
will publish. on its Web site, the
Preliminary Pro Rata Need (PPRN)
assigned to metropolitan cities, urban
counties, and all other counties.

(2) mID will apply the formula used
to determine PPRN astabllshed in
paragraph (a)(3) of this section. to the
amount of funds being made available
under the NOFA. That amount is
calculated br: .

(i) Determming the total amount for
the Continuum of Care competition in
accordance with section 413 of the Act
or as otherwise directed by the annual
appropriations act;

(ii) From the amount in paragraph
(a)(2)(1)of this section. deducting the
amount published in the NOFA as being
set aside to provide a bonus to
geographic areas for activities that have
proven to be effective in reducing
homelessness generally or for specific
subpopulations listed in the NOFA or
achieving homeless prevention and
independent living goals established in
the NOFA and to meet policy priorities
set in the NOFA; and

(iii) Deducting the amount of funding
necessary for Continuum of Care
planning activities and UFA costs.

(3) PPRN is calculated on the amount
determined under paragraph (a)(2) of
this section by using the following
formula:
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(i) Two percent will be allocated
among the four insular areas (American
Samoa, Guam, the Commonwealth of
the Northern Marianas, and the Vugin
Islands) on the basis of the ratio of the
population of each insular area to the
population of all insular areas.
(ii) Seventy-five percent of the

remaining amount will be allocated,
using the Community Development
Block Grant (CDBG)formula, to
metropolitan cities and urban counties
that have been funded under either the
Emergency Shelter Grants or Emergency
Solutions Grants programs in anyone
year since 2004.
(iii) The amount remaining after the

allocation under paragraphs (0)(1) and.
(2) of this section will be allocated,
using the CDBGformula, to
metropolitan cities and urban counties
that have not been funded under the
Emergency Solutions Grants.program in
any year since 2004 and all other
counties in the United States and Puerto
Rico.
(4) If the calculation in paragraph

(a)(2) of this section results in an
amount less than the amount required to
renew all projects eligible for renewal in
that year for at least one year, after
making adjustments proportional to
increases in fair market rents for the
geographic area for leasing, operating,
and rental assistance for permanent
housing, mID will reduce,
proportionately, the total amount
required to renew all projects eligible
for renewal in that year for at least one
year, for each Continuum of Care. HUD
will publish, via the NOFA, the total
dollar amount that every Continuum
will be required to deduct from renewal
projects Continuum-wide.

(0) Calculating a Continuum of Care's
maximum award amount. (1) Establish
the PPRN amount. First, mID will total
the PPRN amounts for each
metropolitan city, urban county, other
county, and insular area claimed by the
Continuum as part of its geographic
area, excluding any counties applying
for or receiving funding from the Rural
Housing Stability Assistance program
under 24 CFRpart 579.

(2) Establishing renewal demand.
Next, mID will determine the renewal
demand within the Continuum's
geographic area. Renewal demand is the
sum of the annual renewal amounts of
all projects within the Continuum
eligible to apply for renewal in that
fiscal year's competition, before any
adjustments to rental assistance, leasing,
and operating line items based on FMR
changes.
(3)Establishing FPRN.The higher of

PPRN or renewal demand for the
Continuum of Care is the FPRN, which

is the base for the maximum award
amount for the Continuum.

(4) Establishing the maximum award
amount. The maximum award amount
for the Continuum is the FPRN amount
plus any additional eligible amounts for
Continuum planningrUFA costs;
adjustments to .leasing, operating and
rental assistance line items based on
changes toFMR; and available bonuses.

§678.19 Application process.
(a) Notice of Funding Availability.

After enactment of the annual
appropriations act for the fiscal year,
mID will issue a NOFA in accordance
with the requirements of 24 CFR part 4.
(b)Applications. All applications to

mID, including applications for grant
funds and requests for designation as a
UFA or HPC, must be submitted at such
time and in such manner as HUDmay
require, and contain such information as
HUD determines necessary. At a
minimum, an application for grant
funds must contain a list of the projects
for which it is applying for funds; a
description of the projects; a list of the
projects that will be carried out by
subrecipients and the names of the
subrecipients; a description of the
subpopulations of homeless or at risk of
homelessness to be served by projects;
the number of units to be provided and!
or the number of persons to be served
by each project; a budget request by
project; and reasonable assurances that
the applicant, or the subrecipient, will .
own or have control of a site for the
proposed project not later than the
expiration of the 12-month period
beginning upon notification of an award
for grant assistance.

§678.21 Awarding funds.
(a) Selection. HUD will review

applications in accordance with the
guidelines and procedures provided in
the NOFA and will award funds to
recipients through a national
competition based on selection criteria
as defined in section 427 of the Act.
(b) Announcement of awards. HUD

will announce awards and notify
selected applicants of any conditions
imposed on awards. Conditions must be
satisfied before HUDwill execute a
grant agreement with the applicant.
(c) Satisfying conditions. mID will

withdraw an award if the applicant does
not satisfy all conditions imposed on it.
Correcting all issues and conditions
attached to an award must be completed
within the time frame established in the
NOFA. Proof of site control, match,
environmental review. and the
documentation of financial feasibility
must be completed within 12 months of
the announcement ofthe award, or 24

months in the case of funds for
acquisition, rehabilitation, or new
construction. The 12-month deadline
may be extended by HUD for up to 12
additional months upon a showing of
compelling reasons for delay due to
factors beyond the control of the
recipient or subrecipient.

§578.23 Executing grant agreements.

(a)Deadline. No later than 45 days
from the date when all conditions are
satisfied, the recipient and mID must
execute the grant agreement.

(b) Gmnt agreements. (1) Multiple
applicants for one Continuum. If a
Continuum designates more than one
applicant for the geographic area, HUD
will enter into a grant agreement with
each designated applicant for which an
award is announced.

(2) One applicant for a Continuum. If
a Continuum designates only one
applicant for the geographic area, after
awarding funds, ffiJD may enter into B
grant agreement with that applicant for
new awards, if any, and one grant
agreement for renewals, Continuum of
Care planning, and UFA costs, if any.
These two grants will qover the entire
geographic area. A default by the
recipient under one of those grant
agreements will also be a default under
the other.
(3) Unified Funding Agencies. If a

Continuum is a UFA that HUD has
approved, then ffiJD will enter into one
grant agreement with the UFA for new
awards, if any, and one grant agreement
for renewals, Continuum of Care
planning and UFA costs, jf any. These
two grants will cover the entire
geographic area. A default by the UFA
under one of those grant agreements
will also be a default under the other.
(c)Required agreements. Recipients

will be required to sign a grant
agreement in which the recipient agrees:
(1) To ensure the operation of the

project(s) in accordance with the
provisions of the McKinney-Veto Act
and all requirements under 24 CFR part
578;
(2) To monitor and report the progress

of the project(s) to the Continuum of
Care and mID;
(3) To ensure, to the maximum extent

practicable, that individuals and
families exporiencing homelessness are
involved, through employment,
provision of volunteer services, or
otherwise, In constructing,
rehabilitating, maintaining, and
operating facilities for the project and in
providing supportive services for the
project;
(4) To require certification from all

subrecipients that:
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(1) Subrecipients will maintain the
confidentiality of records pertaining to
any individual or family that was
provided family violence prevention or
treatment services through the project;
(ii) The address or location of any

family violence project assisted under
this part will not be made public, except
with written authorization of the person
responsible for the operation of such
project;
(iii) Subrecipients will establish

policies and practices that are consistent
with, and do not restrict, the exercise of
rights provided by subtitle B of title VII
of the Act and other laws relating to the
provision of educational and related
services to individuals and families
experiencing homelessness:
(iv) In the case of projects that provide

housing or services to families, that
subrecipients will designate a staff
person to be responsible for ensuring
that children being served in the
program are emolled in school and
connected to appropriate services in the
community, including early childhood
programs such as Head Start, part C of
the Individuals with Disabilities
Education Act, and programs authorized
under subtitle B of title VII of the Act;
(v)The subrecipient, its officers, and

employees are not debarred or
suspended from doing business with the
Federal Government: and
(vi) Subrecipients will provide

information, such as data and reports, as
required by HUD; and
(5)To establish such fiscal control

and accounting procedures as may be
necessary to assure the proper disbursal
of, and accounting for grant funds in
order to ensure that all financial
transactions are conducted, and records
maintained In accordance with
generally accepted accounting
principles, if the recipient is a UFA:
(6)To monitor subrecipient match

and report on match to HUD;
(7) To take the educational needs of

children into account when families are
placed in housing and will, to the
maximum extent practicable, place
families with children as close as
possible to their school of origin so as
not to disrupt such children's
education;
(8)To monitor subrecipients at least

annually;
(9) To use the centralized or

coordinated assessment system
established by the Continuum of Care as
set forth in §578.7(a)(8).A victim
service provider may choose not to u~e
the Continuum of Care's centralized or
coordinated assessment system,
provided that victim service providers
in the area use a centralized or
coordinated assessment system that

meets HUD's minimum requirements
and the victim service provider uses
that system instead;
(10) To follow the written standards

for providing Continuum of Care
assistance developed by the Continuum
of Care, including the minimum
requirements set forth in §578.7(a)(9);
(11)Enter into subrecipient

agreements requiring subrecipients to
operate the project(s) in accordance
with the provisions of this Act and all
requirements under 24 CPRpart 578;
and
(12) To comply with such other terms

and conditions as HUDmay establish by
NOFA.
§578.25 Site control.
(a) In general. When grant funds will

be used for acquisition, rehabilitation,
new construction, opereting costs, or to
provide supportive services, the
recipient or subrecipient must
demonstrate thet it has site control
within the time frame established in
section §578.21 before HUn will
execute a grant agreement. This
requirement does not apply to funds
used for housing that will eventually be
owned or controlled by the individuals
or families served or for supportive
services provided at sites not operated
by the recipient or subrecipient.
(b)Evidence. Acceptable evidence of

site control is a deed or lease. If grant
funds will be used for acquisition,
acceptable evidence of site control will
be a purchase agreement. The owner,
lessee, and purchaser shown on these
documents must be the selected
applicant or intended subrecipient
identified in the application for
assistance.
(c) Tax credit projects. (1)Applicants

that plan to use the low-income housing
tax credit authorized under 26 U.S.C. 42
to finance a project must prove to HUD's
satisfaction that the applicant or
subrecipient identified in the
application is in control of the limited
partnership or limited liability
corporation that has a deed or lease for
the rroject site.
(i To have control of the limited

partnership, the applicant or
subrecipient must be the general partner
of the limited partnership or have a 51
percent controlling interest in that
general partner.
(il) To have control of the limited

liability company, the applicant or
subrecipient must be the sole managing
member.
(2) If grant funds are to be used for

acquisition, rehabilitation, or new
construction, the recipient or
subrecipient must maintain control of
the partnership or corporation and must

ensure that the project is operated in
compliance with law and regulation for
15 years from the date of initial
occupancy or initial service provision.
The partnership or corporation must
own the project site throughout the 15-
year period. If grant funds were not used
for acquisition, rehabilitation, or now
,construction, then the recipient or
subrecipient must maintain control for
the term of the grant agreement and any
renewals thereof.
§578.27 Consolidated plan.

(a) States or units of general local
government. An applicant that is a State
or a unit of general local government
must have a HUD-approved, complete
or abbreviated, consolidated plan in
accordance with 24 CFR part 91. The
applicant must submit a certification
that the application for funding is
consistent with the HUD-approved
consolidated planes) for the
jurisdiction(s) in which the proposed
project will be located. Funded
applicants must certify in a grant
agreement that they are following the
HUD-approved consolidated plan.
(b) Other applicants. Applicants that

are not States or units of general local
government must submit a certification
by the jurisdiction(s) in which the
proposed project will be located that the
applicant's application for funding is
consistent with the jurisdiction's HUD-
approved consolidated plan. The
certification must be made by the unit
of general local government or the State,
in accordance with the consistency
certification provisions under 24 CPR
part 91, subpart F. If the jurisdiction
refuses to provide a certification of
consistency, the applicant may appeal
to HUD under §578.35.

(c) Timing of consolidated plan
certification submissions. The required
certification that the application for
funding is consistent with the HUD-
approved consolidated plan must be
submitted by the funding application
submission deadline announced in the
NOFA.
§578.29 'Subsidy layering.
HUn may provide assistance under

this program only in accordance with
HUn subsidy layering requirements in
section 102 of the Housing and Urban
Development Reform Act of 1989 (42
U.S.C. 3645) and 24 CFR part 4, subpart
A. An applicant must submit
information in its application on other
sources of governmental assistance that
the applicant has received, or
reasonably expects to receive, for a
proposed project or activities. HUD's
review of this information is intended to
prevent excessive public assistance for
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proposed project or activities by
combining (layering) assistance under
this program with other governmental
housing assistance from federal, State,
or local agencies, including assistance
such as tax concessions or tax credits.

§578.31 Environmental review.

(a) Activities under this part are
subject to environmental review by
HOD under 24 CFRpart 50. The
recipientor subrecipient shall supply
all available, relevant information
necessary for HOD to perform, for each
property, any environmental review
required by 24 CPRpart 50. The
recipient or subrecipient must carry out
mitigating measures required by HUD or
select an alternate eligible property.
HODmay eliminate from consideration
any application that would require an
Environmental Impact Statement.
(b) The recipient or subrecipienl, its

project partners, and their contractors
may not acquire, rehabilitate, convert,
lease, repair, dispose of, demolish, or
construct property for a project under
this part, or commit or expend HUD or
local funds for such eligible activities
under this part, until HOD has
performed an environmental review
under 24 CFRpart 50 and the recipient
or subrecipient has received HUD
approval of the property.

§678.33 Renewala.

(a) In general. Awards made under
this part and title IV of the Act, as in
effect before August 30, 2012 (the
Supportive Housing Program and the
Shelter Plus Care program), may be
renewed to continue ongoing leasing,
operations, supportive services, rental
assistance, HMIS, and administration
beyond the initial funding period. To be
considered for funding, recipients must
submit a request in a form specified by
HOD,must meet the requirements of
this part, and must submit the request
within the time frame established by
HUD.
(b)Length of renewal. HUDmay

award up to 3 years of funds for
supportive services, leasing, HMlS, and
operating costs. Renewals of tenant-
based and sponsor-based rental
assistance may be for up to one year of
rental asslstance. Renewals of project-
based rental assistance may be for up to
15 years of rental, assistance, subject to
availability of annual appropriations.
(c) Assistance available. (1)

Assistance during each year of a
renewal period may be for:
(i) Up to 100 percent of the amount

for supportive services and HMlS costs
in the final year of the prior funding
period;

,(ii) Up to 100 percent of the amount
for leasing and operating in the final
, year of the prior funding period
adjusted in proportion to changes in the
FMR for the geographic area; and
(iii) For rental assistance, up to 100

percent of the result of multiplying the
number and unit size(s) in the grant
agreement by the number of months in
the renewal grant term and the
applicable FMR.
(d) Review criteria. (1) Awards made

under title IV of the Act, as in effect
before August 3D, 2012 are eligible for
renewal in the Continuum of Care
program even if the awardees would not
be eligible for a new grant under the
program, so long as they continue to
serve the same population and the same
number of persons or units in the same
type of housing as identified in their
most recently amended grant agreement
signed before August 3D, 2012. Grants
will be renewed if HUD receives a
certification from the Continuum that
there is a demonstrated need for the
project, and HUD finds that the project
complied with program requirements
applicable before August 30, 2012. For
purposes of meeting the requirements of
this part, a project will continue to be
administered in accordance with 24
CFR 582.330, if the project received
funding under the Shelter Plus Care
program, or 24 CFR 583.325, if the
project received funding under the
Supportive Housing Program.
. (2) Renewal of awards made after
August 30,2012. Review criteria for
competitively awarded renewals made
after August 30, 2012 will be described
in the NOFA.
(e) Unsuccessful projects. HUD may

renew a project that was eligible for
renewal in the competition and was part
of an application that was not funded
despite having been submitted on time,
in the manner required by HUD, and
containing the Information required by
HUD, upon a finding that the project
meels the purposes of the Continuum of
Care program. The renewal will not
exceed more than one year and will be
under such conditions as HOD deems
appropriate.

(f) Annual Performance Report
condition. HUD may terminate the
renewal of any grant and require the
recipient to repay the renewal grant if:
(1)The recipient fails to timely

submit a HUDAnnual Performance
Report (APR) for the grant year
immediately prior to renewal; or
(2) The recipient submits an APR that

HUD deems unacceptable or shows
noncompliance with the requirements
of the grant and this part.

§678.35 Appeal.
(a) In general. Failure to follow the

procedures or meet the deadlines
established in this section will result in
denial of the appeal.

(b) Sola applicants. (1) Who may
appeal. Nonprofits, States, and local
governments, and instrumentalities of
State or local governments that
attempted to participate in the
Continuum of Care planning process in
the geographic area in which they
operate, that believe they were denied
the right to participate in a reasonable
manner, and that submitted a solo
application for funding by the
application deadline established in the
NOFA, may appeal the decision of the
Continuum to HUD.

(2) Notice of intent to appeal. The
solo applicant must submit a written
notice of intent to appeal, with a copy
to the Continuum, with their funding
application. '

(3)Deadline for submitting proof. No
later than 30 days after the date that
HOD announces the awards, the solo
applicant shall submit in writing, with
a copy to the Continuum, all relevant
evidence supporting its claim, in such
manner as HUDmay require by Notice.

(4) Response from the Continuum of
Care.The Continuum shall have 30 days
from the date ofits receipt of the solo
applicant's evidence to respond to HUD
in writing and in such manner as HUD
may require, with a copy to the solo
applicant.

(5) Decision. HUDwill notify the solo
applicant and the Continuum ofits
decision within 60 days ofreceipt of the
Continuum's response.

(6) Funding. If HUD finds that the solo
applicant was not permitted to ,
participate in the Continuum of Care
planning process in a reasonable
manner, then HOD may award a grant
to the solo applicant when funds next
become availahle and may direct the
Continuum of Care to take remedial
steps to ensure reasonable participation
in the future. HUD may also reduce the
award to the Continuum's applicant(s).

(c) Denied or decreased ftiiiding. (1)
Who may appeal. Eligible applicants
that are denied funds by HUD, or that
requested more funds than Hun
awarded to them, may appeal the award
by filing a written appeal, in such form
and manner as HUD may require by
Notice, within 45 days of the date of
HUD's announcement of the award.

(2) Decision. HUD will notify the
applicant of its decision on the appeal
within 60 days of HUD's receipt of the
written appeal. HUD will reverse a
decision only when the applicant can
show that HUD error caused the denial
or decrease.
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(3) Funding. Awards and increases to
awards made upon appeal will be made
from next available funds.
(d) Competing Continuums of Care.

(1) In general. If more than one
Continuum of Care claims the same
geographic area, mID will award funds
to the Continuum applicant(s) whose
application(s) has the highest total
score. No projects will be funded from
the lower scoring Continuum, No
projects that are submitted in'two or
more competing Continuum of Care
applications will be funded.

(2) Who may appeal. The designated
applicant(s) for the lower scoring
Continuum may appeal HUD's decision
to fund the application(s) from the
competing Continuum by filing a
written appeal, in such form and
manner as HUDmay require by Notice,
within 45 days of the date ofHUD's
announcement of the award.

(3) Decision. mID will notify the
applicant(s) ofits decision on the appeal
within 60 days of the date of HUD's
receipt of the written appeal. HUDwill
reverse a decision only upon a showing
by the applicant that HUD error caused
the denial.
(e) Consolidated plan certification. (1)

In general. An applicant may appeal to
HUD a jurisdiction's refusal to provide
a certification of consistency with the
Consolidated Plan.

(2) Procedure. The applicant must
submit a written appeal with its
application to HUDand send a copy of
the appeal to the jurisdiction that
denied the certification of consistency.
The appeal must include, at a
minimum:
(i) A copy of the applicant's request

to the jurisdiction for the certification of
consistency with the Consolidated Plan:
(il) A copy of the jurisdiction's

response stating the reesons for denial,
including the reasons the proposed
project is not consistent with the
jurisdiction's Consolidated Plan in
accordance with 24 CFR91.500(c): and
(iii) A statement of the reasons why

the applicant believes its project is
consistent with the jurisdiction's
Consolidated Plan.
(3)Jurisdiction response. The

jurisdiction that refused to provide the
certification of consistency with the
jurisdiction's Consolidated Plan shall
have 10 days after receipt of a copy of
the appeal to submit a written
explanation of the reasons originally
given for refusing to provide the
certification and a written rebuttal to
any claims made by the applicant in the
appeal.
(4)HUD review. (i) HUDwill issue its

decision within 45 days of the date of
HUD's receipt of the jurisdiction's

response. As part of its review, HUD
will consider: .
(A)Whether the applicant submitted

the request to the appropriate political
jurisdiction; and

(B) The reasonableness of the
jurisdiction's refusal to provide the
certificate.
(ii) If the jurisdiction did not provide

written reasons for refusal, including
the reasons why the project is not
consistent with the jurisdiction's
Consolidated Plan in its initial response
to the applicant's request for a
certification, HUDwill find for the
applicant without further inquiry or
response from the political jurisdiction.

Subpart D-Program Components and
Eligible Costs

§578.37 Program components and uses of
a•• I.tance.
(a) Continuum of Care funds may be

used to pay for the eligible costs listed
in §578.39 through §578.63 when used
to establish and operate projects wider
five program components: permanent
housing; transitional housing;
supportive services only; HMIS; and, in
some cases, homelesmess prevention.
Although grant funds may be used by
recipients and subrecipients in all
components for the eligible costs of
contributing data to the HMIS
designated by the Continuum of Care,
only HMIS Leads may use grant funds
for an HMIS component. Administrative
costs are eligible for all components. All
components are subject to the
restrictions on combining funds for
certain eligible activities in a single
project found in § 578.87(c). The eligible
program components are:

(1) Permanent housing (PH).
Permanent housing is community-based
housing, the purpose ofwhich is to
provide housing without a designated
length of stay. Grant funds may be used
for acquisition, rehabilitation, new
construction, leasing, rental assistance,
operating costs, and supportive services.
PH includes:
(i) Permanent supportive housing for

persons with disabilities (PSH). PSH can
only provide assistance to individuals
with disabilities and families in which
one adult or child has a disability.
Supportive services designed to meet
the needs ofthe program participants
must be made available to the program
participants.
(ii) Rapid rehousing. Continuum of

Care funds may provide supportive
services, as set forth in §578.53, and/or
short-term (up to 3 months) and/or
medium-term (for 3 to 24 months)
tenant-based rental assistance, as set
forth in § 578.51(c), as necessary to help

a homeless individual or family, with or
without disabilities, move as quickly as
possible into permanent housing and
achieve stability in that housing. When
providing short-term andlor medium-
term rental assistance to program
participants, the rental assistance is
subject to §578.51(a)(1), but not
§578.51(a)(1)(i) and (i1); (a)(2); (c) and
(f)through (i); and (1)(1). These projects:
(A)Must follow the written policies

and procedures established by the
Continuum of Care for determining and
prioritizing wWch eligible families and
individuals will receive rapid rehousing
assistance, as well as the amount or
percentage of rent that each program
participant must pay.

(8) May set a maximum amount or
percentage of rental assistance that a
program participant may receive, a
maximum number of months that a
program participant may receive rental
assistance, andlor a maximum number
of times that a program participant may
receive rental assistance. The recipient
or subrecipient may also require
program participants to share in the
costs of rent. For the purposes of
calculating rent for rapid rehousing, the
rent shall equal the sum of the total
monthly rent for the unit and, if the
tenant pays separately for utilities, the
monthly allowance for utilities
(excluding telephone) established by the
public housing authority for the area in
which the housing is located.
(C)Limit rental assistance to no more

than 24 months to a household.
(D)May provide supportive services

for no longer than 6 months after rental
assistance stops.

(E) Must re-evaluate, not less than
once annually, that the program
participant lacks sufficient resources
and support networks necessary to
retain housing without Continuum of
Care assistance and the types and
amounts of assistance that the program
participant needs to retain housing. The
recipient or subrecipient may require
each program participant receiving
assistance to notify the recipient or
subrecipient of changes in the program
participant's income or other
circumstances (e.g., changes in
household composition) that affect the
program participant's need. for .
assistance. When notified of a relevant
change, the recipient or subrecipient
must reevaluate the program
participant's eligibility and the amount
and types of assistance that the program
participant needs.
(F) Require the program participant to

meet with a case manager not less than
once per month to assist the prograin
participant in ensuring long-term
housing stability. The project is exempt
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from this requirement if the Violence
Against Women Act of 1994 (42 U.S.C.
13925 et seq.) or the Family Violence
Prevention and Services Act (42U.S.C.
10401 et seq.) prohibits the recipient
carrying out the project from making its
housing conditional on the participant's
accertance of services.

(2 Transitional Housing (TH).
Transitional housing facilitates the
movement of homeless individuals and
families to PH within 24 months of
entering TH. Grant funds may be used
for acquisition, rehabilitation, new
construction, leasing, rental assistance,
operating costs, and supportive services.
(3) Supportive Service Only (SSO).

Funds may be used for acquisition,
rehabilitation, relocation costs, or
leasing of a facility from which
supportive services will be provided,
and supportive services in order to
provide supportive services to
unsheltered and sheltered homeless
persons for whom the recipient or
subrecipient is not providing housing or
housing assistance. ssa includes street
outreach.

(4) HMIS. Funds may be used by
HMIS Leads to lease a structure in
which the HMIS is operated or as
operating funds to operate a structure in
which the HMIS is operated, and for
other costs eligible in §578.57.

(6) Homeleesness prevention. Funds
may be used by recipients in
Continuums of Care-designated high-
performing communities for housing
relocation and stabilization services,
and short- and/or medlum-term rental
assistance, as described in 24 CFR
576.105 and 24 CFR 576.106, that are
necessary to prevent an individual or
family from becoming homeless.
(b) Uses of assistance. Funds are

available to pay for the eligible costs
listed In §578.39 through §578.63 when
used to:
(1) Establish new housing or new

facilities to provide supportive services;
(2) Expand existing housing and

facilities in order to increase the number
of homeless persons served;
(3) Bring existing housing and

facilities into compliance with State and
local government health and safety
standards, as described in §578.87;
(4) Preserve existing permanent

housing and facilities that provide
supportive services;
(5) Provide supportive services for

residents of supportive housing or for
homeless persons not residing in
supportive housing;
(6) Continue funding permanent

housing when the recipient has received
funding under this part for leasing,
supportive services, operating costs, or
rental assistance;

(7) Establish and operate an HMIS or
comparable database; and
(8) Establish and carry out a

Continuum of Care planning process
and operate a Continuum of Care.
(c)Multiple purposes. Structures used

to provide housing, supportive housing,
supportive services, or as a facility for
HMIS activities may also be used for
other purposes. However, assistance
under this part will be available only in
proportion to the use of the structure for
supportive housing or supportive
services. If eligible and ineligible
activities are carried out in separate
portions of the same structure or in
separate structures, grant funds may not
be used to pay for more than the actual
cost of acquisition, construction, or
rehabilitation of the portion of the
structure or structures used for eligible
activities. If eligible and ineligible
activities are carried out in the same
structure, the costs will be prorated
based on the amount of time that the
space is used for eligible versus
ineligible activities.

§578.39 Continuum of Car. planning
actlvltl •••
(a) In general. Collaborative

applicants may use up to 3 percent of
their FPRN, or a maximum amount to be
established by the NaF A, for costs of:

(1) Designing and carrying out a
collaborative process for the
development of an application to HUD;
(2) Evaluating the outcomes of

projects for which funds are awarded in
the geographic area under the
Continuum of Care and the Emergency
Solutions Grants programs; and
(3) Participating in the consolidated

planes) for the geographic area(s).
(b) Continuum of Care planning

activities. Eligible planning costs
include the costs of:
(1) Developing a communitywide or

regionwide process involving the
coordination of nonprofit homeless
providers, victim service providers,
faith-based organizations, governments,
businesses, advocates, public housing
agencies, school districts, social service
providers, mental health agencies,
hospitals, universities, affordable
housing developers, law enforcement,
organizations that serve veterans, and
homeless and formerly homeless
individuals;
(2) Determining the geographic area

that the Continuum of Care will serve;
(3) Developing a Continuum of Care

system;
(4) Evaluating the outcomes of

projects for which funds are awarded in
the geographic area, including the
Emergency Solutions Grants program;

(5)Participating in the consolidated
planes) of the jurisdiction(s) in the
geographic area; and
(6)Preparing and submitting an

application to HUD on behalf of the
entire Continuum of Care membership,
including conducting a sheltered and
unsheltered point-in-time count and
other data collection as required by
HUD.
(c)Monitoring costs. The costs of

monitoring recipients and subrecipients
and enforcing compliance with program
requirements are eligible.

§578.41 Unified Funding Agency coats.
(a) In general. UFAs may use up to 3

percent of their FPRN, or a maximum
amount to be established by the NaF A,
whichever is less, for fiscal control and
accounting costs necessary to assure the
proper disbursal of, and accounting for,
federal funds awarded to subrecipients
under the Continuum of Care program.
(b) UFA costs. UFA costs include.

costs of ensuring that all financial .
transactions carried out under the
Continuum of Care program are
conducted and records are maintained
in accordance with generally accepted
accounting principles, including
arranging for an annual survey, audit, or
evaluation of the financial records of
each project carried out by a
subrecipient funded by a grant received
through the Continuum of Care
pr~am.
(c)Monitoring costs. The costs of

monitoring subrecipients and enforcing
compliance with program requirements
are eligible for costs.

§578.43 Acqul.ltlon.
Grant funds may be used to pay up to

100 percent of the cost of acquisition of
real property selected by the recipient or
subrecipient for use in the provision of
housing or supportive services for
homeless persons.
§578.45 Rehabilitation.
(a) Use. Grant funds may be used to

pay up to 100 percent of the cost of
rehabilitation of structures to provide
housing or supportive services to
homeless persons. .
(b)Eligible costs. Eligible

rehabilitation costs include installing
cost-effective energy measures, and
bringing an existing structure to State
and local government health and safety
standards.
(c) Ineligible costs. Grant funds may

not be used for rehabilitation of leased
property.

§578.47 New construction.
(a) Use. Grant funds may be used to:
(1) Pay up to 100 percent of the cost

of new construction, including the
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building of a new structure or building
an addition to an existing structure that
increases the floor area by 100 percent
or more. and the cost of land associated
with that construction. for use as
housing.

(2) If grant funds are used for new
construction, the applicant must
demonstrate that the costs of new
construction are substantially less than
the costs of rehabilitation or that there
is a lack of available appropriate units
that could be rehabilitated at a cost less
than new construction. For purposes of
this cost comparison, costs of
rehabilitation or new construction may
include the cost of real property
acquisition.

(b) Ineligible costs. Grant funds may
not be used for new construction on
leased property.

§578.49 leasing.
(a) Use. (1) Where the recipient or

subrecipient is leasing the structure. or
portions thereof, grant funds may be
used to pay for 100 percent of the costs
of leasing a structure or structures. or
portions thereof, to provide housing or
supportive services to homeless persons
for up to 3 years. Leasing funds may not
be used to lease units or structures
owned by the recipient, subrecipient,
their parent organization(s). any other
related organization(s). or organizations
that are members of a partnership.
where the partnership owns the
structure. unless BUD authorized an
exception for good cause.

(2) Any request for an exception must
include the following:

(i)A description of how leasing these
structures is in the best interest of the
program:

(ii) Supporting documentation
showing that the leasing charges paid
with grant funds are reasonable for the
market: and

(iii) A copy of the written policy for
resolving disputes between the landlord
and tenant, including a recusal for
officers. agents, and staff who work for
both the landlord and tenant.

(b) Requirements. (1) Leasing
structures. When grants are used to pay
ront for all or part of a structure or
structures. the rent paid must be
reasonable in relation to rents being
charged in the area for comparable
space. In addition, the rent paid may not
exceed rents currently being charged by
the same owner for comparable
unassisted space.

(2) Leasing individual units. When
grants are used to pay rent for
individual housing units. the rent paid
must be reasonable in relation to rents
being charged for comparable units,
taking into account the location. size.

type, quality, amenities. facilities. and
management services. In addition. the
rents may not exceed rents currently
being charged for comparable units. and
the rent paid may not exceed BUD-
determined fair market rents.

(3) Utilities. If electricity. gas, and
water are included in the rent, these
utilities may be paid from leasing funds.
If utilities are not provided by the
landlord, these utility costs are an
operating cost, except for supportive
service facilities. If the structure is being
used as a supportive service facility,
then these utility costs are a supportive
service cost.

(4) Security deposits and first and last
month's rent. Recipients and
subrecipients may use grant funds to
pay security deposits, in an amount not
to exceed 2 months of actual rent. An
advance payment of the last month's
rent may be provided to the landlord in
addition to the security deposit and
payment of the first month's rent.

(5) Occupancy agreements and
subleases. Occupancy agroements and
subleases are required as specified in
§578.77(a).

(6) Calculation of occupancy charges
and rent. Occupancy charges and rent
from program participants must be
calculated as provided in §578.77.

(7) Program income. Occupancy
charges and rent collected from program
participants are program income and
may be used as provided under
§578.97.

(8) Transition. Beginning in the first
year awards are made under tho
Continuum of Care program, renewals of
grants for leasing funds entered into
under the authority of title IV, subtitle
D of the Act as it existed before May 20,
2009, will be renewed either as grants
for leasing or as rental assistance,
depending on the charactoristics of the
project. Leasing funds will be renewed
as rental assistance if the funds are used
to pay rent on units where the lease is
between the program participant and
the landowner or sublessor. Projects
requesting leasing funds will be
renewed as leasing if the funds were
used to lease a unit or structure and the
lease is between the recipient or
subrecipient and the landowner.
§578.51 Rental Bssistance.

(a) Use. (1) Grant funds may be used
for rental assistance for homeless
individuals and families. Rental
assistance cannot be provided to a
program participant who is already
receiving rental assistance, or living in
a housing unit receiving rental
assistance or operating assistance
through other federal, State, or local
sources.

(i) The rental assistance may be short-
term, up to 3 months of rent: medium-
term, for 3 to 24 months of rent: or long-
term, for longer than 24 months of rent
and must be administered in accordance
with the policies and procedures
established by the Continuum as set
forth in §578.7(a)(9) and this section.

(ii) The rental assistance may be
tenant-based, project-based, or sponsor-
based, and may be for transitional or
permanent housing.

(2) Grant funds may be used for
security deposits in an amount not to
exceed 2 months of rent. An advance
payment of the last month's rent may be
provided to the landlord, in addition to
the security deposit and payment of first
month's rent.

(b) Rental assistance administrator.
Rental assistance must be administered
by a State, unit of general local
government, or a public housing agency.

(c) Tenant-based rental assistance.
Tenant-based rental assistance is rental
assistance in which program
participants choose housing of an
appropriate size in which to reside.
When necessary to facilitate the
coordination of supportive services,
recipients and subrecipients may
require program participants to live in a
specific area for their entire period of
participation, or in a specific structure
for the first year and in a specific area
for the remainder of their period of
participation. Program participants who
are receiving rental assistance in
transitional housing may be required to
live in a specific structure for their
entire period of participation in
transitional housing.

(1) Up to 5 years worth ofrental
assistance may be awarded to a project
in one competition.

(2) Program participants who have
complied with all program requirements
during their residence retain the rental
assistance if they move within the
Continuum of Care geographic area.

(3) Program participants who have.
complied with all program requirements
during their residence and who have
been a victim of domestic violence,
dating violence, sexual assault, or
stalking, and who reasonably believe
they are imminently threatened by harm
from further domestic violence, dating
violence, sexual assault. or stalking
(which would include threats from a
third party, such as a friend or family
member of the perpetrator of the
violence), if they remain in the assisted
unit, and are able to document the
violence and basis for their belief, may
retain the rental assistance and move to
a different Continuum of Care
geographic area if they move out of the
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assisted unit to protect their health and
safety.
(d) Sponsor-based rental assistance.

Sponsor-based rental assistance is
provided through contracts between the
recipient and sponsor organization. A
sponsor may be a private, nonprofit
organization, or a community mental
health agency established as a public
nonprofit organization. Program
participants must reside in housing
owned or leased by the sponsor. Up to
5 years worth of rental assistance may
be awarded to a project in one
competition.

CeJ Project-based rental assistance.
Project-based rental assistance is
provided through a contract with the
owner of an existing structure, where
the owner agrees to lease the subsidized
units to program participants. Program
participants will not retain rental
assistance if they move. Up to 15 years
of rental assistance may be awarded in
one competition.
(f)Grant amount. The amount of

rental assistance in each project will be
based on the number and size of units
proposed by the applicant to be assisted
over the grant period. The amount of .
rental assistance in each project will be
calculated by multiplying the number
and size of units proposed by the FMR
of each unit on the date the application
is submitted to HUD, by the term of the
grant.

(g) Rent reasonableness. HUD will
only provide rental assistance for a unit
if the rent is reasonable. The recipient
or subrecipient must determine whether
the rent charged for the unit receiving
rental assistance Is reasonable in
relation to rents being charged for
comparable unassisted units, taldng into
account the location, size, type, quality,
amenities, facilities, and management
and maintenance of each unit.
Reasonable rent must not exceed rents
currently being charged by the same
owner for comparable unassisted units.
(h)Payment of grant. (1)The amount

of rental assistance in each project will
be reserved for rental assistance over the
grant period. An applicant's request for
rental assistance in each grant is an
estimate of the amount needed for rental
assistance. Recipients will make draws
from the grant funds to pay the actual
costs of rental assistance for program
participants.
(2) For tenent-based rental assistance,

on demonstration of need:
(i) Up to 25 percent of the total rental

assistance awarded may be spent in any
year of a 5-year grant term: or
(ii) A higher percentage if approved in

advanceby HUD, if the recipient
provides evidence satisfactory to HUD
that it is financially committed to

providing the housing assistance
described in the application for the full
5-year period.
(3)A recipient must serve at least as

many program participants as shown in
its afplication for assistance.
(4 If the amount in each grant

reserved for rental assistance over the
grant period exceeds the amount that
will be needed to pay the actual costs
of rental assistance, due to such factors
as contract rents being lower than FMRs
and program participants being able to
pay a portion of the rent, recipients or
subrecipients may use the excess funds
for covering the costs of rent increases,
or for serving a greater number of
program participants.
(i) Vacancies. If a unit assisted under

this section is vacated before the
expiration of the lease, the assistance for
the unit may continue for a mliXlmum
of 30 days from the end of the month
in which the unit was vacated, unless
occupied by another eligible person. No
additional assistance will be paid until
the unit is occupied by another eligible
person. Brief periods of stays in
institutions, not to exceed 90 days for
each occurrence, are not considered
vacancies.(n Property damage. Recipients and
subrecipients may use grant funds in an
amount not to exceed one month's rent
to pay for any damage to housing due
to the action of a program participant.
This shall be a one-time cost per
participant, incurred at the time a
participant exits a housing unit.
(Ie)Resident rent. Rent must be

calculated as provided in §578.77.
Rents collected from program
participants are program income and
may be used as provided under
§578.97.

OJ Leases. (1) Initial lease. For project-
based, sponsor-based, or tenant-based
rental assistance, program participants
must enter into a lease agreement for a
term of at least one year, which is
terminable for cause. The leases must be
automatically renewable upon
expiration for terms that are a minimum
of one month long, except on prior
notice by either party. .
(2) Initial lease for transitional

housing. Program participants in
transitional housing must enter into a
lease agreement for a term of at least one
month. The lease must be automatically
renewable upon expiration, except on
prior notice by either party, up to a
maximum term of 24 months.
§578.53 Supportive •• rvlc ••.
(a) In general. Grant funds may be

used to pay the eligible costs of
supportive services that address the
special needs of the program

participants. If the supportive services
are provided in a supportive service
facility not contained in a housing
structure, the costs of day-to-day
operation of the supportive service
facility, including maintenance, repair,
building security, furniture, utilities,
and equipment are eligible as a
supportive service.
(1) Supportive services must be

necessary to assist program participants
obtain and maintain housing.
(2) Recipients and subrecipients shall

conduct an annual assessment of the
service needs of the program
participants and should adjust services
accordingly.
(b)Duration. (1) For a transitional

housing project, supportive services
must be made available to residents
throughout the duration of their
residence in the project.
(2) Permanent supportive housing

projects must provide supportive
services for the residents to enable them
to live as independently as is
practicable throughout the duration of
their residence in the project.
(3) Services may also be provided to

former residents of transitional housing
and current residents of permanent
housing who were homeless in the prior
6 months, for no more than 6 months
after leaving transitional housing or
homelessness, respectively, to assist
their adjustment to independent living.
(4) Rapid rehousing projects must

require the program participant to meet
with a case manager not less than once
per month as set forth in
§578.37(a)(1)(ii)(F), to assist the
program participant in maintaining
long-term housing stability.
(c) Special populations. All eligible

costs are eligible to the same extent for
program participants who are
unaccompanied homeless youth:
persons living with mv/AIDSi and
victims of domestic violence, dating
violence, sexual assault, or stalking.
(d) Ineligible costs. Any cost that is

not described as an eligible cost under
this section is not an eligible cost of
providing supportive services using
Continuum of Care program funds. Staff
training and the costs of obtaining
professional licenses or certifications
needed to provide supportive services
are not eligible costs.

(e) EligibJe costs.
(1) Annual Assessment of Service

Needs. The costs of the assessment
required by §578.53(a)(2) are eligible
costs.

(2) Assistance with moving costs ..
Reasonable one-time moving costs are
eligible and include truck rental and
hiring a moving company.

c.
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(3) Case management. The costs of
assessing, arranging, coordinating, and
monitoring the delivery of
individualized services to meet the
needs of the program participant(s) are
eligible costs. Component services and
activities consist of:

(i) Counseling;
[ii] Developing, securing, and

coordinating services;
(iii) Using the centralized or

coordinated assessment system as
required under §578.23(c)(9).

[iv) Obtaining federal, State, and local
benefits;

(v) Monitoring and evaluating
program participant progress;

(vi) Providing information and
referrals to other providers;

(vii) Providing ongoing risk
assessment and safety planning with
victims of domestic violence, dating
violence, sexual assault, and stalking;
and

(viii) Developing an individualized
housing and service plan, including
planning a path to permanent housing
stability.

(4) Child care. The costs of
establishing and operating child care,
and providing child-care vouchers, for
children from families experiencing
homelessness, including providing
meals and snacks, and comprehensive
and coordinated developmental
activities, are eligible.

(i) The children must be under the age
of 13, unless they are disabled children.

(ii) Disabled children must be under
the age of 18.

(iii) The child-care center must be
licensed by the jurisdiction in which it
operates in order for its costs to be
eligible.

(5) Education services. The costs of
improving knowledge and basic
educational skills are eligible.

(i) Services include instruction or
training in consumer education, health
education, substance abuse prevention,
literacy, English as a Second Language,
and General Educational Development
(GED).

(ii) Component services or activities
are screening, assessment and testing;
individual or group instruction;
tutoring; provision of books, supplies,
and instructional material; counseling;
and referral to community resources.

(6)Employment assistance and job
training. The costs of establishing and
operating employment assistance and
job training programs are eligible,
including classroom, online and/or
computer instruction, on-the-job
instruction, services that assist
individuals in securing employment,
acquiring learning skills, and/or
increasing earning potential. The cost of

providing reasonable stipends to
program participants in employment
assistance and job training programs is
also an eligible cost.

(i) Learning skills include those skills
that can be used to secure and retain a
job, including the acquisition of
vocational licenses and/or certificates.

(Ii) Services that assist individuals in
securing employment consist of:

(A) Employment screening,
assessment, or testing;

(B) Structured job skills and job-
seeking skills;

(C) Special training and tutoring,
including literacy training and pre-
vocational training;

(D)Books and instructional material;
(E)Counseling or job coaching; and
(F) Referral to community resources.
(7) Food. The cost of providing meals

or groceries to program participants is
eligible.

(8) Housing search and counseling
services. Costs of assisting eligible
program participants to locate, obtain,
and retain suitable housing are eligible.

(i) Component services or activities
are tenant counseling; assisting
individuals and families to understand
leases; securing utilities; and making
moving arrangements.

(Ii) Other eligible costs are:
(A) Mediation with property owners

and landlords on behalf of eligible
program participants;

(B)Credit counseling, accessing a free
personal credit report, and resolving
personal credit issues; and

(C)The payment ofrental application
fees.

(9) Legal services. Eligible costs are
the fees charged by licensed attorneys
and by person(s) under the supervision
of licensed attorneys, for advice and
representation in matters that interfere
with the homeless individual or family's
ability to obtain and retain housing.

(i) Eligible subject matters are child
support; guardianship; paternity;
emancipation; legal separation; orders of
protection and other civil remedies for
victims of domestic violence, dating
violence, sexual assault, and stalking;
appeal of veterans and public benefit
claim denials; landlord tenant disputes;
and the resolution of outstanding
criminal warrants.

(Ii) Component services or activities
may include receiving and preparing
cases for trial, provision of legal advice,
representation at hearings, and
counseling.

(iii) Fees based on the actual service
performed [i.e., fee for service) are also
eligible, but only if the cost would be
less than the cost of hourly fees. Filing
fees and other necessary court costs are
also eligible. If the subrecipient is a

legal services provider and performs the
services itself, the eligible costs are the
subrecipient's employees' salaries and
other costs necessary to perform the
services.

(iv) Legal services for immigration
and citizenship matters and issues
related to mortgages and
homeownership are ineligible. Retainer
fee arrangements and contingency fee
arrangements are ineligible.
(10) Life skills training. The costs of

teaching critical life management skills
that may never have been learned or
have been lost during the course of
physical or mental illness, domestic
violence, substance abuse, and
homelessness are eligible. These
services must be necessary to assist tho
program participant to function
independently in the community.
Component life skills training are the
budgeting of resources and money
management, household management,
conflict management, shopping for food
and other needed items, nutrition, the
use of public transportation, and parent
training.

(11) Mental health services. Eligible.
costs are the direct outpatient treatment
of mental health conditions that are
provided by licensed .professionals.
Component services aro crisis
interventions; counseling; individual,
family, or group therapy sessions; the
prescription of psychotropic
medications or explanations about the
useand management of medications;
and combinations of therapeutic
approaches to address multiple
problems.

(12) Outpatient health services.
Eligible costs are the direct outpatient
treatment of medical conditions when
provided by licensed medical
professionals including:

(i) Providing an analysis or
assessment of an individual's health
problems and the development of a
treatment plan;

[ii] Assisting individuals to
understand their health needs;

(iii) Providing directly or assisting
individuals to obtain and utilize
appropriate medical treatment;

(iv) Preventive medical care and
health maintenance services, including
in-home health services and emergency
medical services;

(v) Provision of appropriate
medication;

(vi) Providing follow-up services; and
(vii) Preventive and noncosmetic

dental care.
(13) Outreach services. The costs' of

activities to engage persons for the '
purpose of providing immediate support
and intervention, as well as identifying
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potential program participants, are
eligible.
(i) Eligible costs include the outreach

worker's transportation costs and a cell
phone to be used by the individual
performing the outreach.
[ii] Component activities and services

consist of: initial assessment; crisis
counseling; addressing urgent physical
needs, such as providing meals,
blankets, clothes, or toiletries; actively
connecting and providing people with
information and referrals to homeless
and mainstream programs; and
publicizing the availability of the
housing and/or services provided
within the geographic area covered by
the Continuum of Care.

(14) Substance abuse treatment
services. The costs of program
participant intake and assessment,
outpatient treatment, group and .
individual counseling, and drug testing
are eligible. Inpatient detoxification and
other inpatient drug or alcohol
treatment are ineligible.

(15) Transportation. Eligible costs are:
(i) The costs of program participant's

travel on public transportation or in a
vehicle provided by the recipient or
subrecipient to and from medical care,
employment, child care, or other
services eligible under this section.
(ii) Mileage allowance for service

workers to visit program participants
and to carry out housing quality
inspections;
(iii) The cost of purchasing or leasing

a vehicle in which staff transports
program participants and/or staff
serving program participants;
(iv) The cost of gas, insurance, taxes,

and maintenance for the vehicle;
(v)The costs of recipient or

subrecipient staff to accompany or assist
program participants to utilize public
transportation; and
(vi) If public transportation options

are not sufficient within the area, the
recipient may make a one-time payment
on behalf of a program participant
needing car repairs or maintenance
required to operate a personal vehicle,
subject to the following:
(A)Payments for car repairs or

maintenance on behalf of the program
participant may not exceed 10 percent
of the Blue Book value of the vehicle
(Blue Book refers to the guidebook that
compiles and quotes prices for new and
used automobiles and other vehicles of
all makes, models, and types);
(B)Payments for car repairs or

maintenance must be paid by the
recipient or subrecipient directly to the
third party that repairs or maintains the
car; and

(e) The recipients or subrecipients
may require program participants to

share in the cost of car repairs or
maintenance as a condition of receiving
assistance with car repairs or
maintenance.

(16) Utility deposits. This form of
assistance consists of paying for utility
deposits. Utility deposits must be a one-
time fee, paid to utility companies.

(17) Direct provision of services. If the
service described in paragraphs (e)(I)
through (e)(16) of this section is being
directly delivered by the recipient or
subrecipient, eligible costs for those
services also include:
(i) The costs of labor or supplies, and

materials incurred by the recipient or
subrecipient in directly providing
supportive services to program
participants; and
(il) The salary and benefit packages of

the recipient and subrecipient staff who
directly deliver the services.

§578.55 Operating costs.
(a) Use. Grant funds may be used to

pay the costs of the day-to-day operation
of transitional and permanent housing
in a single structure or individual
housing units.
(b)Eligible costs. (1) The maintenance

and repair of housing;
(2) Property taxes and insurance;
(3) Scheduled payments to a reserve

for replacement of major systems of the
housing (provided that the payments
must be based on the useful life of the
system and expected replacement cost);
(4) Building security for a structure

where more than 50 percent of the units
or area is paid for with grant funds;
(5) Electricity, gas, and water;
(6) Furniture; and
(7) Equipment.
(c) Ineligible costs. Program funds

may not be used for rental assistance
and operating costs in the same project.
Program funds may not be used for the
operating costs of emergency shelter-
and supportive service-only facilities.
Program funds may not be used for the
maintenance and repair of housing
where the costs of maintaining and
repairing the housing are included in
the lease.

§578.57 Homeless Management
InformaUon System.
(a)Eligible costs. (1) The recipient or

subrecipient may use Continuum of
Care program funds topay the costs of
contributing data to the HMIS
designated by the Continuum of Care,
including the costs of:
(1)Purchasing or leasing computer

hardware;
(li) Purchasing software or software

licenses;
(iii) Purchasing or leasing equipment,

including telephones, fax machines, and
furniture;

(iv) Obtaining technical support;
(v) Leasing office space;
(vi) Paying charges for electricity, gas,

water, phone service, and high-speed
data transmission necessary to operate
or contribute data to the HMISj
(vii) Paying salaries for operating

HMIS, including:
(A) Completing data entry:
(B)Monitoring and reviewing data

quality;
(C)Completing data analysis;
(D)Reporting to the HMIS Lead;
(E) Training staff on using the HMIS;

and
(F) Implementing and complying with

HMIS requirements; .
(viii) Paying costs of staff to travel to

and attend HUD-sponsored and HUD-
approved training on HMIS and
programs authorized by Title IV of the
McKinney-Vento Homeless Assistance
Act;
(ix) Paying staff travel costs to

conduct intake; and
(x) Paying participation fees charged

by the HMIS Lead, as authorized by
HUD, if the recipient or subrecipient is
not the HMIS Lead.
(2) If the recipient or subrecipient is

the HMIS Lead, it may also use
Continuum of Care funds to pay the
costs of:
(i) Hosting and maintaining HMIS

software or data;
(ii) Backing up, recovering, or

repairing HMIS software or data;
(iii) Upgrading, customizing, and

enhancing the HMIS;
(iv) Integrating and warehousing data,

including development of a data
warehouse for use in aggregating data
from subrecipients using multiple
software systems;
(v) Administering the system;
(vi) Reporting to providers, the

Continuum of Care, and HUD; and
(vii) Conducting training on using the

system, including traveling to the
training.
(3) If the recipient or subrecipient is

a victim services provider, or a legal
services provider, it may use Continuum
of Care funds to establish and operate a
comparable database that complies with
HUD's HMIS requirements.
(b) General restrictions. Activities

funded under this section must comply
with the HMIS requirements.

§578.59 Project admlnlatraUve costa.
(a)Eligible costs. The recipient or

subrecipient may use up to 10 percent
of any grant awarded under this part,
excluding the amount for Continuum of
Care Planning Activities and UFA costs,
for the payment of project .
administrative costs related to the
planning and execution of Continuum
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of Care activities. This does not include
staff and overhead costs directly related
to carrying out activities eligible under
§ 578.43 through §578.57, because those
costs are eligible as part of those
activities. Eligible administrative costs
include:

(1) Generalmanagement, oversight,
and coordination. Costs of overall
program management, coordination,
monitoring, and evaluation. These costs
include, but are not limited to,
necessary expenditures for the .
following:
(i) Salaries, wages, and related costs of

the recipient's staff, the staff of
subrecipients, or other staff engaged in
program administration. In charging
costs to this category, the recipient may
include the entire salary, wages, and
related costs allocable to the program of
each person whose primary .
responsibilities with regard to the
program involve program
administration assignments, or the pro
rata share of the salary, wages, and
related costs of each person whose job
includes any program administration
assignments. The recipient may use
only one of these methods for each
fiscal year grant. Program
administration assignments include the
following:
(A)Preparing program budgets and

schedules, and amendments to those
budgets and schedules;

(B) Developing systems for assuring
compliance with program requirements;
(C)Developing agreements with

subrecipients and contractors to carry
out program activities;
(D)Monitoring program activities for

progress and complianco with program
requirements;
(E)Preparing reports and other

documents directly related to the
program for submission to HUD;

(F) Coordinating the resolution of
audit and monitoring findings;
(G) Evaluating program results against

stated objectives; and
(H)Managing or supervising persons

whose primary responsibilities with
regard to the program include such
assignments as those described in
paragraph (a)(1){i)(A)through (G) oftbis
section.
(ii) Travel costs incurred for

monitoring of subrecipients;
(iii) Administrative services

performed under third-party contracts
or agreements, including general legal
services, accounting services, and audit
services; and
(iv) Other costs for goods and services

required for administration of the
program, including rental or purchase of
equipment, insurance, utilities, office

supplies, and rental and maintenance
(but not purchase) of office space.

(2) Training on Continuum of Care
requirements. Costs of providing
training on Continuum of Care
requirements and attending HUD-
sponsored Continuum of Care trainings.

(3)Environmental review. Costs of
carrying out the environmental review
responsibilities under §578.31.
(b) Sharing requirement. (1) UFAs. If

the recipient is a UFA that carries out
a project, it may use up to 10 percent
of the grant amount awarded for the
project on project administrative costs.
The UFA must share the remaining
project administrative funds with its
subrecipients.

(2)Recipients that are not UFAs. If the
recipient is not a UFA, it must share at
least 50 percent of project
administrative funds with its
subrecipients.
§578.61 RelocaUon costa.
(a) In general. Relocation costs under

the Uniform Relocation Assistance and
Real Property Acquisition Policies Act
of 1970 arc eligible.
(b)Eligible relocation costs. Eligible

costs are costs to provide relocation
payments and other assistance to
persons displaced by a project assisted
with grant funds in accordance with
§578.83.
§578.63 Indirect costs.
(a) In general. Continuum of Care

funds may be used to pay indirect costs
in accordance with OMB Circulars A-87
or A-122, as applicable.
(b)Allocation. Indirect costs may be

allocated to each eligible activity as
provided in subpart D, so long as that
allocation is consistent with an indirect
cost rate proposal developed in
accordance with OMB Circulars A-87 or
A-122, as applicable.
(c)Expenditure limits. The indirect

costs charged to an activity subject to an
expenditure limit under §§578.39,
578.41, and 578.59 must be added to the
direct costs charged for that activity
when determining the total costs subject
to the expenditure limits.

Subpart E-Hlgh.Performlng
Communhlea

§578.65 Standards.
(a) In general. The collaborative

applicant for a Continuum may apply to
HUD to have the Continuum be
designated a high-performing
community (HPC).The designation
shall be for grants awarded in the same
competition in which the designation is
applied fur and made.
(b) Applying for HPC designation. The

application must be submitted at such

time and in such manner as HUD may
require, must usc HMIS data where
required to show the standards for
qualifying ere met, and must contain
such information as HUD requires,
including at a minimum:
(1)A report showing how the

Continuum of Care program funds
received in the preceding year were
expended;
(2) A specific plan for how grant

funds will be expended; and
(3) Information establishing that the

Continuum of Care meets the standards
for HPCs.
(c) Standards for qualifying as an

HPC. To qualify as an HPC, a
Continuum must demonstrate through:
(1)Reliable data generated by the

Continuum of Care's HMIS that it meets
all of the following standards:
(i) Mean length of homelessness.

Either the mean length of episode of
homelessness within the Continuum's
geographic area is fewer than 20 days,
or the mean length of episodes of
homelessness for individuals or families
in similar circumstances was reduced
by at least 10 percent from the
preceding federal fiscal year.
(il) Reduced recidivism. Of

individuals and families who leave
homelessness, less than 5 percent
become homeless again at any time
within the next 2 years; or the
percentage of individuals and families
in similar circumstances who become
homeless again within 2 years after
leaving homelessness was decreased by
at least 20 percent from the preceding
federal fiscal year.
(iii) HMIS coverage. The Continuum's

HMIS must have a bed coverage rate of
80 percent and a service volume
coverage rate of 80 percent as calculated
in accordance with HUD's HMIS
requirements.
(iv) Serving families and youth. With

respect to Continuums that served
homeless families and youth defined as
homeless under other federal statutes in
paragraph (3) of the definition of
homeless in §576.2:
(A) 95 percent of those families and

youth did not become homeless again
within a 2-year period following
termination of assistance; or

(B) 85 percent of those families
achieved independent living in
permanent housing for at least 2 years
following termination of assistance.
(2) Reliable data generated from

sources other than the Continuum's
HMIS that is provided in a narrative or
other form prescribed by HUD that it
meets both of the following standards:
(i) Community action. All the .

metropolitan cities and counties within
the Continuum's geographic area have a
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comprehensive outreach plan, including
specific steps for identifying homeless
persons and referring them to
appropriate housing and services in that
geo~phic area.
(h) Renewing HPC status. If the

Continuum was designated an HPC in
the previous federal fiscal year and used
Continuum of Care grant funds for
activities described under §578.71, that
such activities were effective at .
reducing the number of individuals and
families who became homeless in that
community.

§ 578.67 PubUcation of application.
ffiJD will publish the application to

be designated an HPC through the ffiJD
Web site, for public comment as to
whether the Continuum seeking
designation as an HPCmeets the
standards for being one.

§ 578.69 Cooperation among entitle ••
An HPC must cooperate with HUD in

distributing information about its
successful efforts to reduce
homelessness.
§578.71 HPC-ellglble activities.
In addition to using grant funds for

the eligible costs described in subpart D
of this part, recipients and subrecipients
in Continuums of Care designated as
HPCs may also use grant funds to
provide housing relocation and
stabilization services and short- and/or
medium-term rental assistance to
individuals and families at risk of
homelessness as set forth in 24 CFR
576.103 and 24 CFR 576.104, if
necessary to prevent the individual or
family from becoming homeless.
Activities must be carried out in
accordance with the plan submitted in
the application. When carrying out
housing relocation and stabilization
services and short- and/or medium-term
rental assistance, the written standards
set forth in § 578.7(a)(9)(v) and
recordkeeping requirements of 24 CFR
576.500 apply.

Subpart F-Program Requirements

} §578.73 Matching requirements.
(a) In general. The recipient or

subrecipient must match all grant funds,
except for leasing funds, with no less
than 25 percent of funds or in-kind
contributions from other sources. For
Continuum of Care geographic areas in
which there is more than one grant
agreement, the 25 percent match must
be provided on a grant-by-grant basis.
Recipients that are UFAs or are the sole
recipient for their Continuum. may
provide match on a Continuum-wide
basis. Cash match must be used for the
costs of activities that are eligible under

subpart D of this part, except that HPCs
may use such match for the costs of
activities that are eligible under
§578.71.
(b)Cash sources. A recipient or

subrecipient may use funds from any
source, including any other federal
sources (excluding Continuum of Care
program funds), as well as State, local,
and private sources, provided that funds
from the source are not statutorily
prohibited to be used as a match. The
recipient must ensure that any funds
used to satisfy the matching
requirements of this section are eligible
under the laws governing the funds in
order to be used as matching funds for
a grant awarded under this program.
(c) In-kind contributions. (t) The

recipient or subrecipient may use the
value of any real property, equipment,
goods, or services contributed to the
project as match, provided that if the
recipient or subrecipient had to pay for
them with grant funds, the costs would
have been eligible under Subpart D, or,
in the case ofHPCs, eligible under
§578.71.
(2)The requirements of 24 CFR84.23

and 85.24 apply.
(3) Before grant execution, services to

be provided by a third party must be
documented by a memorandum of
understanding (MOUl between the
recipient or subrecipient and the third
party that will provide the services.
Services provided by individuals must
be valued at rates consistent with those
ordinarily paid for similar work in the
recipient's or subrecipient's
organization. If the recipient or
subrecipient does not have employees
performing similar work. the rates must
be consistent with those ordinarily paid
by other employers for similar work in
the same labor market.

(1) The MOU must establish the
unconditional commitment, except for
selection to receive a grant, by the third
party to provide the services, the
specific service to be provided, the
profession of the persons providing the
service, and the hourly cost of the
service to be provided.
(li) During the term of the grant, the

recipient or subrecipient must keep and
make available, for inspection, records
documenting the service hours
provided.
§578.75 General operations.
(a) State and local requirements. (1)

Housing and facilities constructed or
rehabilitated with assistance under this
part must meet State or local building
codes, and in the absence of State or
local building codes, the International
Residential Code or International
Building Code (as applicable to the type

of structure) of the International Code
Council.
(2) Services provided with assistance

under this part must be provided in
compliance with all applicable State
and local requirements, including
licensing requirements.
(b) Housing quality standards.

Housing leased with Continuum of Care
program funds, or for which rental
assistance payments are made with
Continuum of Care program funds, must
meet the applicable housing quality
standards (HQS) under 24 CFR 982.401
of this title, except that 24 CFR
982.401(j) applies only to housing
occupied by program participants
receiving tenant-based rental assistance.
For housing rehabilitated with funds
under this part, the lead-based paint
requirements in 24 CFR part 35,
subparts A, B, J, and R apply. For
housing that receives project-based or
sponsor-based rental assistance, 24 CFR
part 35, subparts A, B, H, and R apply.
For residential property for which funds
under this part are used for acquisition,
leasing, services, or opereting costs, 24
CFRpart 35, subparts A, D, K, and R
apply.
(1) Before any assistance will be

provided on behalf of a program
participant, the recipient, or
subrecipient, must physically inspect
each unit to assure that the unit meets
HQS. Assistance will not be provided
for units that fail to meet HQS, unless
the owner corrects any deficiencies
within 30 days from the date of the
initial inspection and the recipient or
subrecipient verifies that all deficiencies
have been corrected.
(2) Recipients or subrecipients must

inspect all units at least annually during
the grant period to ensure that the units
continue to meet HQS.
(c) Suitable dwelling size. The

dwelling unit must have at least one
bedroom or living/sleeping room for
each two persons.
(1) Children of opposite sex, other

than very young children, may not be
required to occupy the same bedroom or
living/sleeping room.
(2) If houseliold composition changes

during the term of assistance, recipients
and subrecipients may relocate the
household to a more appropriately sized
unit. The household must still have
access to appropriate supportive
services. -
(d)Meals. Each recipient and

subrecipient of assistance under this
part who provides supportive housing
for homeless persons with disabilities
must provide meals or meal preparation
facilities for residents.
(e) Ongoing assessment of supportive

services. To the extent practicable, each
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project must provide supportive
services for residents of the project and
homeless persons using the project,
which may be designed by the recipient
or participants. Each recipient and
subrecipient of assistance under this
part must conduct an ongoing
assessment of the supportive services
needed by the residents of the project,
the availability of such services, and the
coordination of services needed to
ensure long-term housing stability and
must make adjustments, as appropriate.
(f)Residential supelVision. Each

recipient and subrecipient of assistance
under this part must provide residential
supervision as necessary to facilitate the
adequate provision of supportive
services to the residents of the housing
throughout the term of the commitment
to operate supportive housing.
Residential supervision may include the
employment of a full- or part-time
residential supervisor with sufficient
knowledge to provide or to supervise
the provision of supportive services to
the residents.

(g) Participation of homeless
individuals. (1)Each recipient and
subrecipient must provide for the
participation of not less than one
homeless individual or formerly
homeless individual on the board of
directors or other equivalent
policymaking entity of the recipient or
subrecipient, to the extent that such
entity. considers and makes policies and
decisions regarding any project,
supportive services, or assistance
provided under this part. This
requirement is waived if a recipient or
subrecipient is unable to meet such
requirement and obtains HUD approval
for a plan to otherwise consult with
homeless or formerly homeless persons
when considering and making policies
and decisions.
(2)Each recipient and subrecipient of

assistance under this part must, to the
maximum extent practicable, involve
homeless individuals and families
through employment; volunteer
services; or otherwise in constructing,
rehabilitating, maintaining, and
operating the project, and in providing
supportive services for the project.
lh) Supportive service agreement.

Recipients and subrecipients may
require the program participants to take
part in supportive services that ere not
disability-related services provided
through the project as a condition of
continued participation in the program.
Examples of disability-related services
include. but are not limited to, mental
health services, outpatient health
services. and provision of medication,
which are provided to a person with a
disability to address a condition caused

by the disability. Notwithstanding this
provision, if the purpose of the project
is to provide substance abuse treatment
services, recipients and subrecipients
may require program participants to
take part in such services as a condition
of continued participation in the
pro~.
(i) Retention of assistance after death,

incarceration, or institutionalization for
more than 90 days of qualifying
member. For permanent supportive
housing projects surviving, members of
any household who were living in a unit
assisted under this part at the time of
the qualifying member's death, long-
term incarceration, or long-term
institutionalization, have the right to
rental assistance under this section until
the expiration of the lease in effect at
the time of the qualifying member's
death, long-term incarceration, or long-
term institutionalization.

§578.77 Calculating occupancy charges
and rent.

[a) Occupancy agreements and Jeases.
Recipients and subrecipients must have
signed occupancy agreements or leases
(or subleases) with program participants
residing in housing.
(b) Calculation of occupancy charges.

Recipients and subrecipients are not
required to impose occupancy charges
on program participants as a condition
ofresiding in the housing. However, if
occupancy charges ere imposed, they
may not exceed the highest of:
(1) 30 percent of the family's monthly

adjusted income (adjustment factors
include the number of people in the
family, age of family members, medical
expenses, and child-care expenses);
(2) 10 percent of the family's monthly

income; or
(3) If the family is receiving payments

for welfare assistance from a public
agency and a part of the payments
(adjusted in accordance with the
family's actual housing costs) is
specifically designated by the agency to
meet the family's housing costs, the
portion of the payments that is
designated for housing costs.

(4) Income. Income must be
calculated in accordance with 24 CFR
5.609 and 24 CFR 5.611(a). Recipients
and subrecipients must examine a
program participant's income initially,
and if there is a change in family
composition (e.g.,birth of a child) or a
decrease in the resident's income during
the year, the resident may request an
interim reexamination, and the
occupancy charge will be adjusted
accordingly.

(c) Resident rent. (1)Amount of rem.
(i) Each program participant on whose
behalf rental assistance payments are

made must pay a contribution toward
rent in accordance with section 3(a)(1)
of the U.S. Housing Act of 1937 (42
U.S.C. 1437a(a)(1)).
(ii) Income of program participants

must be calculated in accordance with
24 CFR5.609 and 24 CFR 5.611(a).

(2)Review. Recipients or
subreciplents must examine a program
participant's income initially, and at
least annually thereafter, to determine
the amount of the contribution toward
rent payable by the program participant.
Adjustments to a program participant's
contribution toward the rental payment
must be made as changes in income are
identified.
. (3) Verification. As a condition of
participation in the program, each
program participant must agree to
supply the information or
documentation necessary to verify the
program participant's income. Program
participants must provide the recipient
or subrecipient with information at any
time regarding changes in income or
other circumstances that may result in
changes to a program participant's
contribution toward the rental payment.

1578.79 LImitation on transitional
housing.
A homeless individual or family may

remain in transitional housing for a
period longer than 24 months, if
permanent housing for the individual or
family has not been located or if the
individual or family requires additional
time to prepare for Independent living.
However, HUD may discontinue
assistance for a transitional housing
project if more than half of the homeless
individuals or families remain in that
project longer than 24 months.

§578.81 Term 0' commltmant, repayment0' grants, and prevention 0' undue benefits.
(a) In general. All recipients and

subrecipients receiving grant funds for
acquisition, rehabilitation, or new
construction must operate the housing
or provide supportive services in
accordance with this part. for at least 15
yeers from the date of initial occupancy
or date of initial service provision .•
Recipient and subrecipients must
execute and record a HUD-approved
Declaration of Restrictive Covenants
before receiving payment of grant funds.

(b) Conversion. Recipients and
subrecipients carrying out a project that
provides transitional or permanent
housing or supportive services in a
structure may submit a request to HUD
to convert a project for the direct benefit
of very low-income persons. The request
must be made while the project is .
operating as homeless housing or
supportive services for homeless
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individuals and families, must be in
writing, and must include an
explanation of why the project is no
longer needed to provide transitional or
permanent housing or supportive
services. The primary factor in RUD's
decision on the proposed conversion is
the unmet need for transitional or
permanent housing or supportive
services in the Continuum of Care's
geographic area. .

(c) Repayment of grant funds. If a
project is not operated as transitional or
permanent housing for 10 years
following the date of initial occupancy,
HUD will require repayment of the
entire amount of the grant used for
acquisition, rehabilitation, or new
construction, unless conversion of the
project has been authorized under
paragraph (b) of this section. If the
housing is used for such purposes for
more than 10 years, the payment
amount will be reduced by 20
percentage points for each year, beyond
the 10-year period in which the project
is used for transitional or permanent
housing.
(d) Prevention of undue benefits.

Except as provided under paragraph Ie)
of this section, upon any sale or other
disposition of a project site that received
grant funds for acquisition,
rehabilitation, or new construction,
occurring before the 15-year period, the
recipient must comply with such terms
and conditions as HUD may prescribe to
prevent the recipient or subrecipient
from unduly benefiting from such sale
or disposition.
(e) Exception. A recipient or

subrecipient will not be required to
comply with the terms and conditions
prescribed under paragraphs (c) and (d)
of this section if:
(1) The sale or disposition of the

property used for the project results in
the use of the property for the direct
benefit of very low-income persons:
(2) All the proceeds are used to

provide transitional or permanent
housing that meet the requirements of
thisrart;
(3 Project-based rental assistance or

operating cost assistance from any
federal program or an equivalent State
or local program is no longer made
available and the project is meeting
applicable performance standards,
provided that the portion of the project
that had benefitted from such assistance
continues to meet the tenant income
and rent restrictions for low-income
units under section 42(g) of the Internal
Revenue Code of 1986: or
(4) There are no individuals and

families in the Continuum of Care
geographic area who are homeless, in
which case the project may serve

individuals and families at risk of
homelessness.

§578.83 Displacement, relocation, and
acquisition.

(a) Minimizing displacement.
Consistent with the other goals and
objectives of this part, recipients and
subrecipients must ensure that they
have taken all reasonable steps to
minimize the displacement of persons
(families, individuals, businesses,
nonprofit organisations, and farms) as a
result of projects assisted under this
part. "Project," as used in this section,
means any activity or series of activities
assisted with Continuum of Care funds
received or anticipated in any phase of
an undertaking.

(b) Temporary relocation. (1) Existing
Building Not Assisted under Title Wof
the McKinney- Vento Act. No tenant may
be required to relocate temporarily for a
project if the building in which the
project Is being undertaken or will be
undertaken is not currently assisted
under Title IV of the McKinney-Vento
Act. The absence of such assistance to
the building means the tenants are not
homeless and the tenants are therefore
not eligible to receive assistance under
the Continuum of Care program. When
a tenant moves for such a project under
conditions that cause the Uniform
Relocation Assistance and Real Property
Acquisition Policies Act of 1970 (URA),
42 U.S.C. 4601-4655, to apply, the
tenant must be treated as permanently
displaced and offered relocation
assistance and payments consistent with
paragraph (c) of this section.
(2) Existing Transitional Housing or

Pennanent Housing Projects Assisted
Under Title W of the McKinney- Vento
Act. Consistent with paragraph (c)(2)(ii)
of this section, no program participant
may be required to relocate temporarily
for a project if the person cannot be
offered a decent, safe, and sanitary unit
in the same building or complex upon
project completion under reasonable
terms and conditions. The length of
occupancy requirements in §578.79
may prevent a program participant from
returning to the property upon
completion (See paragraph (c)(2)(iii)(D)
of this section). Any program
participant who has been temporarily
relocated for a period beyond one year
must be treated as permanently
displaced and offered relocation
assistance and payments consistent with
paragraph (c) of this section. Program
participants temporarily relocated in
accordance with the policies described
in this paragraph must be provided:
(i) Reimbursement for all reasonable

out-of-pocket expenses incurred in
connection with the temporary

relocation, including the cost of moving
to and from the temporarily occupied
housing and any increase in monthly
rent/occupancy charges and utility
costs: and
(il) Appropriate advisory services,

including reasonable advance written
notice of:
(A) The date and approximate

duration of the temporary relocation:
(B) The location oftbe suitable,

decent, safe, and sanitary dwelling to be
made available for the temporary
period;
(C) The reasonable terms and

conditions under which the program
participant will be able to occupy a
suitable, decent, safe, and sanitary
dwelling in the building or complex
upon completion of the project: and
(D) The provisions of paragraph

(b)(2)(i) of this section.
(c) Relocation assistance for displaced

persons. (1) In general. A displaced
person (defined in paragraph (c)(2) of
this section) must be provided
relocation assistance in accordance with
the requirements of the URA and
implementing regulations at 49 CFR part
24. A displaced person must be advised
of his or her rights under the Fair
Housing Act. Whenever possible,
minority persons must be given
reasonable opportunities to relocate to
decent, safe, and sanitary replacement
dwellings, not located in an area of
minority concentration, that are within
their financial means. This policy,
however, does not require providing a
person a larger payment than is
necessary to enable a person to relocate
to a comparable replacement dwelling.
See 49 CFR 24.205(c)(2)(iil(D).
(2) Displaced person. (i) For the

purposes of paragraph (c) of this section,
the term "displaced person" means any
person (family, individual, business,
nonprofit organization, or farm) that
moves from real property, or moves
personal property from real property,
permanently, as a direct result of
acquisition, rehabilitation, or
demolition for a project. This includes
any permanent, involuntary move for a
project, including any permanent move
from the real property that is made:
(A) After the owner (or person in

control of the site) issues a notice to
move permanently from the property, or
refuses to renew an expiring lease, if the
move occurs after the date of the
submission by the recipient or
subrecipient of an application for
assistance to HUD (or the recipient, as
applicable) that is later approved and
funded and the recipient or subrecipient
has site control as evidenced in
accordance with §578.25(b): or
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(B)After the owner (or person in
control of the site) issues a notice to
move permanently from the property, or
refuses to renew an expiring lease, if the
move occurs after the date the recipient
or subrecipient obtains site control, as
evidenced in accordance with
§578.Z5(b), if that occurs after the
application for assistance; or
(C)Before the date described under

paragraph (c)(Z)(i)(A)or (B)of this
section, if the recipient or HUD
determines that the displacement
resulted directly from acquisition,
rehabilitation, or demolition for the
project; or '
(D)By a tenant of a building that is

not assisted under Title IV of the
McKinney-Vento Act; if the tenant
moves after execution of the agreement
covering the acquisition, rehabilitation,
or demolition of the property for the
project; or
(li) For the purposes of paragraph (c)

of this section, the term "displaced
person" means any person (family,
individual, business, nonprofit
organization, or farm) that moves from
real property, or moves personal
property from real property,
permanently, as a direct result of
acquisition, rehabilitation, or
demolition for a project. This includes
any permanent, involuntary move for a
project that ismade by a program
participant occupying transitional
housing or permanent housing assisted
under Title IV of the McKinney-Vento
Act, if anyone of the following three
situations occurs:
(A)The program participant moves

after execution of the agreement
covering the acquisition, rehabilitation,
or demolition of the property for the
project and is either not eligible to
return upon project completion or the
move occurs before the program
participant is provided written notice
offering the program participant an
opportunity to occupy a suitable,
decent, safe, and sanitary dwelling in
the same building or complex upon
project completion under reasonable
terms and conditions. Such reasonable
terms and conditions must include a
lease (or occupancy agreement, as
applicable) consistent with Continuum
of Care program requirements, including
a monthly rent or occupancy charge and
monthly utility costs that does not
exceed the maximum amounts
established in §578.77; or
(B)The program participant is

required to relocate temporarily, does
not return to the building or complex,
and anyone of the following situations
occurs:

(1) The program participant is not
offered payment for all reasonable out-

o~pocketexpensesincurredin
connection with the temporary
relocation;
(2) The program participant is not

eligible to return to the building or
comflex upon project completion; or

(3 Other conditions of the temporary
relocation are not reasonable; or
(C)The program participant is

required to move to another unit in the
same building or complex, and anyone
of the following situations occurs:

(1) The program participant is not
offered reimbursement for all reasonable
out-of-pocket expenses incurred in
connection with the move;
(2) The program participantis not

eligible to remain in the building or
comflex upon project completion; or
(3 Other conditions of the move are

not reasonable.
(iii) Notwithstanding the provisions of

paragraph (c)(2)(i) or (li) of this section,
a person does not qualify as a
"displaced person" if:
(A)The person has been evicted for

serious or repeated violation of the
terms and conditions of the lease or
occupancy agreement; the eviction
complied with applicable federal, State,
or local requirements (see §5,78.91);and
the recipient or subrecipient determines
that the eviction was not undertaken for
the purpose of evading the obligation to
provide relocation assistance;
(B)The person moved into the

property after the submission of the
application but, before signing a lease or
occupancy agreement and commencing
occupancy, was provided written notice
of the project's possible impact on the
person (e.g., the person may be
displaced, temporarily relocated, or
incur a rent increase) and the fact that
the person would not qualify as a
"displaced person" (or for any
relocation assistance provided under
this section), as a result of the project;
(C)The person is ineligible under 49

CFRZ4.2(a)(9)(ii»;
(D)The person is a program

participant occupying transitional
housing or permanent housing assisted
under Title IV of the Act who must
move as a direct result of the length-of-
occupancy restriction under §578.79; or
(E)HUD determines that the person

was not displaced as a direct result of
acquisition, rehabilitation,or
demolition for the project.
(iv) The recipient may request, at any

time, HUD's determination of whether a
displacement is or would be covered
under this section.
(3) Initiation of negotiations. For

purposes of determining the formula for
computing replacement housing
payment assistance to be provided to a
displaced person pursuant to this

section, if the displacement is a direct
result of privately undertaken
rehabilitation, demolition, or
acquisition of the real property,
"initiation of negotiations" means the
execution of the agreement between the
recipient and the subrecipient, or
between the recipient (or subrecipicnt,
as applicable) and the person owning or
controlling the property. In the case of
an option contract to acquire property,
the initiation of negotiations does not
become effective until execution of a
written agreement that creates a legally
enforceable commitment to proceed
with the purchase, such as a purchase
agreement.

(d) Real property acquisition
requirements. Except for acquisitions
described in 49 CFR 24.101(b)(1)
through (5), the URA and the
requirements of 49 CFR part 24, subpart
B apply to any acquisition of real
property for a project where there are
Continuum of Care funds in any part of
the project costs.
(e)Appeals. A person who disagrees

with the recipient's (or subrecipient's, if
applicable) determination concerning
whether the person qualifies as a
displaced person, or the amount of
relocation assistance for which the
person is eligible, may file a written
appeal of that determination with the
recipient (see 49 CFR 24.10). A low-
income person who is dissatisfied with
the recipient's determination on his or
her appeal may submit a written request
for review of that determination to the
local HUD field office.

§678.86 nmellnes8 atandard8.
(a) In general. Recipients must initiate

approved activities and projects
promptly.
(b) Construction activities. Recipients

of funds for rehabilitation or new
construction must meet the following
standards:
(1) Construction activities must begin

within 9 months of the later of signing
of the grant agreement or of signing an
addendum to the grant agreement
authorizing use of grant funds for the
project.
(Z)Construction activities must be

completed within Z4months of signing
the grant agreement.
(3) Activities that cannot begin until

after construction activities are
completed must begin within a months
of the date that construction activities
are completed.
(c) Distribution. A recipient that

receives funds through this part must:
(1) Distribute the funds to

subrecipients (in advance of
expenditures by the subrecipients);
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(2) Distribute the appropriate portion
of the funds to a subrecipient no later
than 45 days after receiving an
approvable request for such distribution
from the subrecipient; and

(3) Draw down funds at least once per
quarter of the program year, after
eligible activities commence.

§578.87 Limitation on use of funds.
(a) Maintenance of effort. No

assistance provided under this part (or
any State or local government funds
used to supplement this assistance) may
be used to replace State or local funds
previously used, or designated for use,
to assist homeless persons.

(b) Poith-bosed activities. (1) Equal
treatment of program participants and
program beneficiaries. (i) Program
participants. Organizations that are
religious or faith-based are eligible, on
the same basis as any other
organization, to participate in the
Continuum of Care program. Neither the
Federal Government nor a State or local
government receiving funds under the
Continuum of Care program shall
discriminate against an organization on
the basis of the organization's religious
character or affiliation. Recipients and
subrecipients of program funds shall
not, in providing program assistance,
discriminate against a program
participant or prospective program
participant on the basis of religion or
reli/p-0us belief.

(il) Beneficiaries. In providing
services supported in whole or in part
with federal financial assistance, and in
their outreach activities related to such
services, program participants shall not
discriminate against current or
prospective program beneficiaries on
the basis of religion, a religious belief,
a refusal to hold a religious belief, or a
refusal to attend or participate in a
religious practice.

(2) Separation of explicitly religious
activities. Recipients and subrecipients
of Continuum of Care funds that engage
in explicitly religious activities,
including activities that involve overt
religious content such as worship,
religious instruction, or proselytization,
must perform such activities and offer
such services outside of programs that
are supported with federal financial
assistance separately, in time or
location, from the programs or services
funded under this part, and
participation in any such explicitly
religious activities must be voluntary for
the program beneficiaries of the HUD·
funded programs or services.

(3) Religious identity. A faith-based
organization that is a recipient or
subrecipient of Continuum of Care
program funds is eligible to use such

funds as provided under the regulations
of this part without impairing its
independence, autonomy, expression of
religious beliefs, or religious character.
Such organization will retain its
independence from federal, State, and
local government, and may continue to
carry out its mission, including the
definition, development, practice, and
expression of its religious beliefs,
provided that it does not use direct
program funds to support or engage in
any explicitly religious activities,
including activities that involve overt
religious content, such as worship,
religious instruction, or proselytization,
or any manner prohibited by law.
Among other things, faith-based
organizations may use space in their
facilities to provide program- funded
services, without removing or altering
religious art, icons, scriptures, or other
religious symbols. In addition, a
Continuum of Care program-funded
religious organization retains its
authority over its internal governance,
and it may retain religious terms in its
organization's name, select its board
members on a religious basis, and
include religious references in its
organization's mission statements and
other governing documents.

(4) Alternative provider. If a program
participant or prospective program
participant of the Continuum of Care
program supported by HUD objects to
the religious character of an
organization that provides services
under the program, that organization
shall, within a reasonably prompt time
after the objection, undertake reasonable
efforts to identify and refer the program
participant to an alternative provider to
which the prospective program
participant has no objection. Except for
services provided by telephone, the
Internet, or similar means, the referral
must be to an alternate provider in
reasonable geographic proximity to the
organization making the referral. In
making the referral, the organization
shall comply with applicable privacy
laws and regulations. Recipients and
subrecipients shall document any
objections from program participants
and prospective program participants
and any efforts to refer such participants
to alternative providers in accordance
with the requirements of
§ 578.103(a)(13). Recipients shall ensure
that all subrecipient agreements make
organizations receiving program funds
aware of these requirements.

(5) Structures. Program funds may not
be used for the acquisition,
construction, or rehabilitation of
structures to the extent that those
structures are used for explicitly
religious activities. Program funds may

be used for the acquisition,
construction, or rehabilitation of
structures only to the extent that those
structures are used for conducting
eligible activities under this part. When
a structure is used for both eligible and
explicitly religious activities, program
funds may not exceed the cost of those
portions ofthe acquisition, new
construction, or rehabilitation that are
attributable to eligible activities in
accordance with the cost accounting
requirements applicable to the
Continuuin of Care program.
Sanctuaries, chapels, or other rooms
that a Continuum of Care program·
funded religious congregation uses as its
principal place of worship, however, are
ineligible for Continuum of Care
program-funded improvements.
Disposition of real property after the
term of the grant, or any change in the
use of the property during the term of
the grant, is subject to governmentwide
regulations governing real property
disposition (see 24 CFR parts 84 and
85).

(6) Supplemental funds. If a State or
local government voluntarily
contributes its own funds to supplement
federally funded activities, the Stete or
local government has the option to
segregate the federal funds or
commingle them. However, if the funds
are commingled, this section applies to
all of the commingled funds.

(c) Restriction on combining funds. In
a single structure or housing unit, the
following types of assistance may not be
combined:

(1) Leasing and acquisition,
rehabilitation, or new construction;

(2) Tenant-based rental assistance and
acquisition, rehabilitation, or new
construction;

(3) Short- or medium-term rental
assistance and acquisition,
rehabilitation, or new construction;

(4) Rental assistance and leasing; or
(5) Rental esslstance and operating.
(d) Program fees. Recipients and

subrecipients may not charge program
participants program fees.

§ 578.89 Limitation on use of granl funds
to serve persons defined as homele58
under other federaJ laws.

(a) Application requirement.
Applicants that intend to serve
unaccompanied youth and families with
children and youth defined as homeless
under other federal laws in paragraph
(3) of the homeless definition in §576.2
must demonstrate in their application,
to HUD's satisfaction, that the use of
grant funds to serve such persons Is an
equal or greater priority than serving
persons defined as homeless under
paragraphs (1), (2), and (4) of the

CAIT ACHMENT ••_.•••...........

PAGE ..•~.~••••• OF •••.•'±~t.PAGES



4546Z Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations

definition of homeless in § 576.2. To
demonstrate that it is of equal or greater
priority, applicants mustshow that it is
equally or more cost effective in meeting
the overall goals and objectives of the
plan submitted under section
427(b)(1)(B)of the Act, especially with
respect to children and unaccompanied
youth.

(b) Limit. No more than 10 percent of
the funds awarded to recipients within
a single Continuum of Care's geographic
area may be used to serve such persons.

(c) Exception. The 10 percent
limitation does not apply to
Continuums in which the rate of
homelessness, as calculated in the most
recent point-in-time count, is less than
one-tenth of one percent of the total
population.
§578.91 TerminatIon of assistance to
program particIpants.

(a) Termination of assistance. The
recipient or subreeipient may terminate
assistance to a program participant who
violates program requirements or
conditions of occupancy. Termination
under this section does not bar the
recipient or subrecipient from providing
further assistance at a later date to the
same individual or family.

(b) Due process. In terminating
assistance to a program participant, the
recipient or subrecipient must provide a
formal process that recognizes the rights
of individuals receiving assistance
under the due process oflaw. This
process, at a minimum, must consist of:

(1) Providing the program participant
with a written copy of the program rules
and the termination process before the
participant begins to receive assistance;

(2) Written notice to the program
participant containing a clear statement
of the reasons for termination;

(3) A review of the decision, in which
the program participant is given the
opportunity to present written or oral
objections before a person other than the
person (or a subordinate of that person)
who made or approved the termination
decision; and

(4) Prompt written notice of the final
decision to the program participant.

(c) Hard-to-house populations.
Recipients and subrecipients that are
providing permanent supportive
housing for hard-to-house populations
of homeless persons must exercise
judgment and examine all extenuating
circumstances in determining when
violations are serious enough to warrant
termination so that a program
participant's assistance is terminated
only in the most severe cases.

§578.93 FaIr HousIng and Equal
OpportunIty.

(a) Nondiscrimination and equal
opportunity requirements. The
nondiscrimination and equal
opportunity requirements set forth in 24
CFR 5.105(a) are applicable. .

(b) Housing for specific
subpopulations. Recipients and
subrecipients may exclus.ively serve a
particular homeless subpopulation in
transitional or permanent housing if the
housing addresses a need identified by
the Continuum of Care for the
geographic area and meets one of the
following:

(1) The housing may be limited to one
sex where such housing consists of a
single structure with shared bedrooms
or bathing facilities such that the
considerations of personal privacy and
the physical limitations of the
configuration of the housing make it
appropriate for the housing to be limited
to one sex;

(2) The housing may be limited to a
specific subpopulation, so long as
admission does not discriminate against
any protected class under federal
nondiscrimination laws in 24 CFR 5.105
(e.g., the housing may be limited to
homeless veterans, victims of domestic
violence and their children, or
chronically homeless persons and
families).

(3) The housing may be limited to
families with children.

(4) If the housing has in residence at
least one family with a child under the
age of 18, the housing may exclude
registered sex offenders and persons
with a criminal record that includes a
violent crime from the project so long as
the child resides in the housing.

(5) Sober housing may exclude
persons who refuse to sign an
occupancy agreement or lease that
prohibits program participants from
possessing, using, or being under the
influence of illegal substances and/or
alcohol on the premises.

(6) If the housing is assisted with
funds under a federal program that is
limited by federal statute or Executive
Order to a specific subpopulation, the
housing may be limited to that
subpopulation (e.g., housing also
assisted with funding from the Housing
Opportunities for Persons with AIDS
program under 24 CFR part 574 may be
limited to persons with acquired
immunodeficiency syndrome or related
diseases).

(7) Recipients may limit admission to
or provide a preference for the housing
to subpopulations of homeless persons
and families who need the specialized
supportive services that are provided in
the housing (e.g., substance abuse

addiction treatment, domestic violence
services, or a high intensity package
designed to meet the needs of hard-to-
reach homeless persons). While the
housing may offer services for a
particular type of disability, no
otherwise eligible individuals with
disabilities or families including an
individual with a disability, who may
benefit from the services provided may
be excluded on the grounds that they do
not have a particular disability.

(c) Affirmatively furthering fair
housing. A recipient must implement its
programs in a manner that affirmatively
furthers fair housing, which means that
the recipient must:

(1) Affirmatively market their housing
and supportive services to eligible .
persons regardless of race, color,
national origin, religion, sex, age,
familial status, or handicap who are
least likely to apply in the absence of
special outreach, and maintain records
of those marketing activities;

(2) Where a recipient encounters a
condition or action that impedes fair
housing choice for current or
prospective program participants,
provide such information to the
jurisdiction that provided the
certification of consistency with the
Consolidated Plan; and

(3) Provide program participants with
information on rights and remedies
available under applicable federal, State
and local fair housing and civil rights
laws.
(d) Accessibility and integrative

housing and services for persons with
disabilities. Recipients and
subrecipients must comply with the
accessibility requirements of the Fair
Housing Act (24 CFR part 100), Section
504 of the Rehabilitation Act of 1973 (24
CPR part 8). and Titles II and ill of the
Americans with Disabilities Act,.as
applicable (28 CFR parts 35 and 36). In
accordance with the requirements of 24
CFR 8.4(d), recipients must ensure that
their program's housing and supportive
services are provided in the most
integrated setting appropriate to the
needs of persons with disabilities;

(e) Prohibition against involuntary
family separation. The age and gender
of a child under age 18 must not be used
as a basis for denying any family's
admission to a project that receives
funds under this part.
§578.95 ConflIcts of Interest.

(a) Procurement. For the procurement
of property (goods, supplies, or
equipment) and services, the recipient
and its subrecipients must comply with
the codes of conduct and conflict-of-
interest requirements under 24 CFR
85.36 (for governments) and 24 CFR
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84.42 (for private nonprofit
or&anizations).
[b) Continuum of Care board

members. No Continuum of Care board
member may participate in or influence
discussions or resulting decisions
concerning the award of a grant or other
financial benefits to the organization
that the member represents.
(c) Organizationiil conflict. An

organizational conflict of interest arises
when, because of activities or
relationships with other persons or
organizations, the recipient or
subrecipient is unable or potentially
unable to render impartial assistance in
the provision of any type or amount of
assistance under this part, or when a
covered person's, as in paragraph (d)(l)
of this section, objectivity in performing
work with respect to any activity
assisted under this part is or might be
otherwise impaired. Such an
organizational conflict would arise
when a board member of an applicant
participates in decision of the applicant
concerning the award of a grant, or
provision of other financial benefits, to
the organization that such member
represents. It would also arise when an
employee of a recipient or subrecipient
participates in making rent
reasonableness determinations under
§578.49(b)(2) and §578.51(g) and
housing quality inspections of property
under §578.75(b) that the recipient,
subrecipient, or related entity owns.
(d) Other conflicts. For all other

transactions and activities, the following
restrictions apply:
(1) No covered person, meaning a

person who is an employee, agent,
consultant, officer, or elected or
appointed official of the recipient or its
subrecipients and who exercises or has
exercised any functions or
responsibilities with respect to activities
assisted under this part, or who is in a
position to participate in a decision-
making process or gain inside
information with regard to activities
assisted under this part, may obtain a
financial interest or benefit from an
assisted activity, have a financial
interest in any contract, subcontract, or
agreement with respect to an assisted
activity, or have a financial interest in
the proceeds derived from an assisted
activity, either for him or herself or for
those with whom he or she has
immediate family or business ties,
during his or her tenure or during the
one-year period following his or her
tenure.

(2) Exceptions. Upon the written
request of the recipient, HUDmay grant
an exception to the provisions of this
section on a case-by-case basis, taking
into account the cumulative effects of

the criteria in paragraph (d)(2)(ii) of this
section, provided that the recipient has
satisfactorily met the threshold
requirements of paragraph (d)(2)(H)of
this section.
(i) Threshold requirements. HUD will

consider an exception only after the
recipient has provided the following
documentation:
(A) Disclosure of the nature of the

conflict, accompanied by a written
assurance, if the recipient is a
government, that there has been public
disclosure of the conflict and a
description of how the public disclosure
was made; and if the recipient is a
private nonprofit organization, that the
conflict has been disclosed in
accordance with their written code of
conduct or other conflict-of-interest
policy; and
(B)An opinion of the recipient's

attorney that the interest for whicb the
exception is sought would not violate
State or local law, or if the subrecipient
is a private nonprofit organization, the
exception would not violate the
organization's internal policies.
[ii] Factors to be considered far

exceptions. In determining whether to
grant a requested exception after the
recipient has satisfactorily met the
threshold requirements under paragraph
(c)(3)(i) of this section, HUD must
conclude that the exception will serve
to further the purposes of the
Continuum of Care program and the
effective and efficient administration of
the recipient's or subrecipient's project,
taking into account the cumulative
effect of the following factors, as
applicable:
lA) Whether the exception would

provide a significant cost benefit or an
essential degree of expertise to the
program or project that would otherwise
not be available;
(B)Whether an opportunity was

provided for open competitive bidding
or negotiation;
(C)Whether the affected person has

withdrawn from his or her functions,
responsibilities, or the decision-making
process with respect to the specific
activity in question;
(D)Whether the interest or benefit

was present before the affected person
was in the position described in
paragraph (c)(l) of this section;
(E)Whether undue hardship will

result to the recipient, the subrecipient,
or the person affected, when weighed
against the public interest served by
avoiding the prohibited conflict;
(F)Whether the person affected is a

member of a group or class of persons
intended to be the beneficiaries of the
assisted activity, and the exception will
permit such person to receive generally

the same interests or benefits as are
being made available or provided to the
grouf or class; and .
(G Any other relevant considerations.

§578.97 Program Income.
(a)Defined. Program income is the

income received by the recipient or
subreclpient directly generated by a
grant-supported activity.
(b) Use. Program income earned

during the grant term shall be retained
by the recipient. and added to funds
committed to the project by HUD and
the recipient, used for eligible activities
in accordance with the requirements of
this part. Costs incident to the
generation of program income may be
deducted from gross income to calculate
program income, provided that the costs
have not been charged to grant funds.
(c) Rent and occupancy charges.

Rents and occupancy charges collected
from program participants are program
income. In addition, rents and
occupancy charges collected from
residents of transitional housing may be
reserved, in whole or in part, to assist
the residents from whom.they are
collected to move to permanent
housing.
§578.99 Applicability of other federal
requirements.
In addition to the requirements set

forth in 24 CFR part 5, use of assistance
provided under this part must comply
with the following federal requirements:
(a)Environmental review. Activities

under this part are subject to
environmental review by HUD under 24
CFRpart 60 as noted in §578.31.
(b) Section 6002 of the Solid Waste

Disposal Act. State agencies and
agencies of a political subdivision of a
state that are using assistance under this
part for procurement, and any person
contracting with such an agency with
respect to work perfonned under an
assisted contract, must comply with the
requirements of Section 6003 of the
Solid Waste Disposal Act, as amended
by the Resource Conservation and
Recovery Act. In accordance with
Section 6002, these agencies and
persons must:
(1) Procure items designated in

guidelines of the Environmental
Protection Agency (EPA) at 40 CFRpart
247 that contain the highest percentage
of recovered materials practicable,
consistent with maintaining a
satisfactory level of competition, where
the purchase price of the item exceeds
$10,000 or the value of the quantity
acquired in the preceding fiscal year
exceeded $10,000;
(2) Procure solid waste management

services in a manner that maximizes
energy and resource recovery; and
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(3)Must have established an
affirmative procurement program for the
procurement of recovered materials
identified in the EPA guidelines.

(c) Transparency Act Reporting.
Section 872 of the Duncan Hunter
Defense Appropriations Act of 2009,
and additional requirements published
by the Office of Management and
Budget (OMB),requires recipients to
report subawards made either as pass-
through awards, subrecipiont awards, or
vendor awards in the Federal
Government Web site www.fsrs.govor
its successor system. The reporting of
award and subaward information is in
accordance with the requirements of the
Federal Financial Assistance
Accountability and Transparency Act of
2006, as amended by section 6202 of
Public Law 110-252 and in OMBPolicy
Guidance issued to the federal agencies
on September 14, 2010 (75 FR 55669).

(d) The Coastal Battier Resources Act
of 1982 (16 U.S.C. 3501 et seq.) may
apply to proposals under this part,
depending on the assistance requested.

(e) AppliciIDility of OMB Circulars.
The requirements of 24 CFRpart 85-
Administrative Requirements for Grants
and Cooperative Agreements to State,
Local, and Federally Recognized Indian
Tribal Governments and 2 CFRpart
225--Cost Principles for State, Local
and Indian Tribal Governments (OMB
Circular A-87)-apply to governmental
recipients and subrecipients except
where inconsistent with the provisions
of this part. The requirements of 24 CFR
part 84-Uniform Administrative
Requirements for Grants and
Agreements with Institutions of Higher
Education, Hospitals, and Other Non-
Profit Organizations; 2 CFRpart 23G-
Cost Principles for Non-Profit
Organizations (OMBCircular A-122);
and 2 CFRpart 22O--Cost Principles for
Education Institutions apply to the
nonprofit recipients and subrecipients,
except where inconsistent with the
provisions of the McKinney-Vento Act
or this part.

(£) Lead-based paint. The Lead-Based
Paint Poisoning Prevention Act (42
U.S.C. 4821--4846), the Residential
Lead-Based Paint Hazard Reduction Act
of 1992 (42 U.S.C. 4851--4856), and
implementing regulations at 24 CFRpart
35, subparts A, B, H, J, K,M, and R
apply to activities under this program.

19) Audit. Recipients and
subrecipients must comply with the
audit requirements of OMBCircular A-
133, "Audits of States, Local
Governments, and Non-profit
Organizations .••

(h) Davis-Bacon Act. The provisions
of the Davis-Bacon Act do not apply to
this program.

(i) Section 3 of the Housing and
UrbanDevelopment Act. Recipients and
subrecipients must, as applicable,
comply with Section 3 of the Housing
and Urban Devl.llopment Act of 1968
and its implementing regulations at 24
CFRpart 135, as applicable.

Subpart G-Grant AdminIstration

§ 678.101 Technical assistance.
(a)Purpose. The purpose of

Continuum of Care technical assistance
is to Increase the effectiveness with
which Continuums of Care, eligible
applicants, recipients, subrecipients,
and UFAs implement and administer
their Continuum of Care planning
process; improve their capacity to
prepare applications; prevent the
separation of families in projects funded
under the Emergency Solutions Grants,
Continuum of Care, and Rural Housing
Stability Assistance programs; and
adopt and provide best practices in
housing and services for persons
experiencing homelessness.
(b)Defined. Technical assistance

means the transfer of skills and
knowledge to entities that may need, but
do not possess, such skills and
knowledge. The assistance may include,
but is not limited to, written
information such as papers, manuals,
guides, and brochures; person-to-person
exchanges; web-based curriculums,
training and Webinars, and their costs.
(c) Set-aside. HUDmay set aside

funds annually to provide technical
assistance, either directly by HUD staff
or indirectly through third-party
providers.
(d)Awards. From time to time, as

HUD determines the need, HUD may
advertise and competitively select
providers to deliver technical
assistance. HUDmay enter into
contracts, grants, or cooperative
agreements, when necessary, to
implement the technical assistance.
HUDmay also enter into agreements
with other federal agencies for awarding
the technical assistance funds.

§678.103 Recordkeeplng requirements.
(a) In general. The recipient and its

subrecipients must establish and
maintain standard operating procedures
for ensuring that Continuum of Care
program funds are used in accordance
with the requirements of this part and
must establish and maintain sufficient
records to enable HUD to determine
whether the recipient and its
subrecipients are meeting the
requirements of this part, including:
(1)Continuum of Care records. Each

collaborative applicant must keep the
following documentation related to

establishing and operating a Continuum
of Care:
(i) Evidence that the Board selected by

the Continuum of Caremeets the
requirements of §578.5(b);
(il) Evidence that the Continuum has

been established and operated as set
forth in subpart B of this part, including
published agendas and meeting
minutes, an approved Governance
Charter that is reviewed and updated
annually, a written process for selecting
a board that is reviewed and updated at
least once every 5 years, evidence
required for designating a single HMIS
for the Continuum, and monitoring
reports of recipients and subrecipients;
(iii) Evidence that the Continuum has

prepared the application for funds as set
forth in §578.9, including the
designation of the eligible applicant to
be the collaborative applicant.

(2) Unified funding agency records.
UFAs that requested grant amendments
from HUD, as set forth in §578.105,
must keep evidence that the grant
amendment was approved by the
Continuum. This evidence may include
minutes of meetings at which the grant
amendment was discussed and
approved.

(3) Homeless status. Acceptable
evidence of the homeless as status is set
forth in 24 CFR 576.500(b).
(4)At risk of homelessness status. For

those recipients and subrecipients that
serve persons at risk of homelessness,
the recipient or subrecipient must keep
records that establish "at risk of
homelessness" status of each individual
or family who receives Continuum of
Care homelessness prevention
assistance. Acceptable evidence is
found in 24 CFR 576.500(C).
(5) Records of reasonable belief of

imminent threat of harm. For each
program participant who moved to a
different Continuum of Care due to
imminent threat of further domestic
violence, dating violence, sexual
assault, or stalking under §578.51(c)(3),
each recipient or subrecipient of
assistance under this part must retain:
(i) Documentation of the original

incidence oC domestic violence, dating
violence, sexual assault, or stalking,
only if the original violence is not
already documented in the program
participant's case file. This may be
written observation of the housing or
service provider; a letter or other
documentation from a victim service
provider, social worker, legal assistance
provider, pastoral counselor, mental
health provider, or other professional
from whom the victim has sought
assistance; medical or dental records;
court records or law enforcement
records; or written certification by the
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program participant to whom the
violence occurred or by the head of
household.
(ii) Documentation of the reasonable

belief of imminent threat of further
domestic violence, dating violence, or
sexual assault or stalking, which would
include threats from a third-party, such
as a friend or family member of the
perpetrator of the violence. This may be
written observation by the housing or
service provider; a letter or other
documentation from a victim service
provider, social worker, legal assistance
provider, pastoral counselor, mental
health provider, or other professional
from whom the victim has sought
assistance; current restraining order;
recent court order or other court
records; law enforcement report or
records; communication records from
the perpetrator of the violence or family
members or friends of the perpetrator of
the violence, including emails,
voicamails, text.messages, and social
media posts; or a written certification by
the program participant to whom the
violence occurred or the head of
household.

(6) Annual income. For each program
participant who receives housing
assistance where rent or an occupancy
charge is paid by the program
participant, the recipient or subrecipient
must keep the following documentation
of annual income:
(i) Income evaluation form specified

by HUD and completed by the recipient
or subrecipient; and
(ii) Source documents (e.g.,most

recent wage statement, unemployment
compensation statement, public benefits
statement, bank statement) for the assets
held by the program participant and
income received before the date of the
evaluation;
(iii) To the extent that source

documents are unobtainable, a written
statement by the relevant third party
(e.g.,employer, government benefits
administrator) or the written
certification by the recipient's or
subrecipient's intake staff of the oral
verification by the relevant third party
of the income the program participant
received over the most recent period; or
(iv) To the extent that source

documents and third-party verification
are unobtainable, the written
certification by the program participant
of the amount of income that the
program participant is reasonably
expected to receive over the 3-month
period following the evaluation.

(7) Program participant records. In
addition to evidence of "homeless"
status or "at-risk-of-homelessness"
status, as applicable, the recipient or

subrecipient must keep records for each
proSf!l!Dparticipant that document:

Ii) The services and assistance
provided to that program participant,
including evidence that the recipient or
subrecipient has conducted an annual
assessment of services for those program
participants that remain in the program
for more than a year and adjusted the
service package accordingly, and
including case management services as
provided in §57S.37(a)(1)(ii)(F); and
(ii) Where applicable, compliance

with the termination of assistance
requirement in §67S.91.

(s) Housing standards. The recipient
or subrecipient must retain
documentation of compliance with the
housing standards in §57S.75(b),
including inspection reports.

(9) Services provided. The recipient or
subrecipient must document the types
of supportive services provided under
the recipient's program and the amounts
spent on those services. The recipient or
subrecipient must keep record that these
records were reviewed at least annually
and that the service package offered to
program participants was adjusted as
necessary.

(10) Match. The recipient must keep
records of the source and use of
contributions made to satisfy the match
requirement in §578.73. The records
must indicate the grant and fiscal year
for which each matching contribution is
counted. The records must show how
the value placed on third party in-kind
contributions was derived. To the extent
feasible, volunteer services must be
supported by the same methods that the
organization uses to support the
allocation of regular personnel costs.

(11) Conflicts of interest. The
recipient and itssubrecipients must
keep records to show compliance with
the orgariizational conflict-of-interest
requirements in §57S.95(c), the
Continuum of Care board conflict-of-
interest requirements in §57S.95(b), the
other conflict requirements in
§578.95(d), a copy of the personal
confltct-of-interest policy developed
and implemented to comply with the
requirements in §57S.95, and records
supporting exceptions to the personal
conflict-of-interest prohibitions.

(12) Homeless participation. The
recipient or subrecipient must
document its compliance with the
homeless participation requirements
under §57S.75(g).

(13) Faith-based activities. The
recipient and its subrecipients must
document their compliance with the
faith-based activities requirements
under §57S.S7(b).

(14) Affirmatively'Furthering Fair
Housing. Recipients and subrecipients

must maintain copies of their marketing.
outreach, and other materials used to
inform eligible persons of the program
to document compliance with the
requirements in §57S.93(c).

(15) Other federal requirements. The
recipient and its subrecipients must
document their compliance with the
federal requirements in §57S.99, as
applicable. .

(16) Subrecipients and contractors. (i)
The recipient must retain copies of all
solicitations of and agreements with
subrecipients, records of all payment
requests by and dates of payments made
to subrecipients, and documentation of
all monitoring and sanctions of
subrecipients, as applicable.
(ii) The recipient must retain

documentation of monitoring
subrecipients, including any monitoring
findings and corrective actions required.
(iii) The recipient and its

subrecipients must retain copies of all
procurement contracts and
documentation of compliance with the
procurement requirements in 24 CFR
85.36 and 24 CFR part 84.

(17) Other records specified by HUD.
The recipient and subrecipients must
keep other records specified by ffiJD.
(b) Confidentiality. In addition to

meeting the specific confidentiality and
security requirements for HMIS data,
the recipient and its subrecipients must
develop and implement written
procedures to ensure:
(1) All records containing protected

identifying information of any
individual or family who applies for
and/or receives Continuum of Care
assistance will be kept secure and
confidential;
(2) The address or location of any

family violence project assisted with
COntinuum. of Care funds will not be
made public, except with written
authorization of the person responsible
for the operation of the project; and
(3) The address or location of any

housing of a program participant will
not be made public, except as provided
under a preexisting privacy policy of the
recipient or subrecipient and consistent
with State and local laws regarding
privacy and obligations of
confidentiality;
(e) Period ofrecoidl'8tention. All

records pertaining to Continuum of Care
funds must be retained for the greater of
5 years or the period specified below.
Copies made by microfilming,
photocopying, or similar methods may
be substituted for the original records.

(1) Documentation of each program
participant's qualification as a family or
individual at risk of homelessness or as
a homeless family or individual and
other program participant records must
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be retained for 5 years after the
expenditure of all funds from the grant
under which the program participant
was served; and
(2)Where Continuum of Care funds

are used for the acquisition, new
construction, or rehabilitation of a
project site, records must be retained
until 15 years after the date that the
project site is first occupied, or used, by
program participants.

(d) Access to records. (1) Federal
Government rights. Notwithstanding the
confidentiality procedures established
under paragraph (b) of this section,
HUD, the HUDOffice of the Inspector
General, and.the Comptroller General of
the United States, or any of their
authorized representatives, must have
the right of access to all books,
documents. papers. or other records of
the recipient and its subrecipients that
are pertinent to the Continuum of Care
grant, in order to make audits.
examinations. excerpts, and transcripts.
These rights of access are not limited to
the required retention period, but last as
long as the records are retained.
(2)Public rights. The recipient must

provide citizens. public agencies. and
other interested parties with reasonable
access to records regarding any uses of
Continuum of Care funds the recipient
received during the preceding 5 years.
consistent with State and local laws
regarding privacy and obligations of
confidentiality and confidentiality
requirements in this p'art.
(e)Reports. In addition to the

reporting requirements in 24 CFRparts
84 and 85, the recipient must collect
and report data on its use of Continuum
of Care funds in an Annual Performance
Report (APR),as well as in any
additional reports as and when required
by HUD.Projects receiving grant funds
only for acquisition. rehabilitation. or
new construction must submit APRs for
15 years from the date of initial
occupancy or the date of initial service
provision. unless HUD provides an
exception under §578.81(e).
§ 578.105 Grant and proJect changes.
(a) For Unified Funding Agencies and

Continuums having only one recipient.
(1)The recipient may not make any
significant changes without prior HUD
approval, evidenced by a grant
amendment signed by HUD and the
recipient. Significant grant changes
include a change of recipient, a shift in
a single year of more than 10 percent of
the total amount awarded under the
grant for one approved eligible activity
category to another activity and a
permanent change in the subpopulation
served by anyone project funded under
the grant, as well as a permanent

proposed reduction in the total number
of units funded under the grant.
(2)Approval of substitution of the

recipient is contingent on the new
recipient meeting the capacity criteria in
the NOFA under which the grant was
awarded, or the most recent NOFA.
Approval of shifting funds between
activities and changing subpopulations
is contingent on the change being
necessary to better serve eligible persons
within the geographic area and ensuring
that the priorities established under the
NOFA in which the grant was originally
awarded, or the most recent NOFA. are
met.

(b) For Continuums having more than
one recipient. (1)The recipients or
subrecipients may not make any
significant changes to a project without
prior HUD approval, evidenced by a
grant amendment signed by HUD and
the recipient. Significant changes
include a change of recipient, a change
of project site, additions or deletions in
the types of eligible activities approved
for a project, a shift of more than 10
percent from one approved eligible
activity to another, a reduction in the
number of units. and a change in the
subpopulation served.
(2) Approval of substitution of the

recipient is contingent on the new
recipient meeting the capacity criteria in
the NOFA under which the grant was
awarded, or the most recent NOFA.
Approval of shifting funds between
activities and changing subpopulations
is contingent on the change being
necessary to better serve eligible persons
within the geographic area and ensuring
that the priorities established under the
NOFA in which the grant was originally
awarded, or the most recent NOFA. are
met.

(c) Documentation of changes not
requiring a grant amendment. Any other
changes to an approved grant or project
must be fully documented in the
recipient's or subrecipient's records.

§578.107 Sanction ••
(a)Performance reviews. (1) HUDwill

review the performance of each
recipient in carrying out its
responsibilities under this part, with or
without prior notice to the recipient. In
conducting performance reviews, HUD
will rely primarily on information
obtained from the records and reports
from the recipient and subrecipients, as
well as information from on-sits
monitoring. audit reports, and
information generated from HUD~s
financial and reporting systems (e.g.•
LOCCSand e-snapsl and HMIS. Where
applicable, HUDmay also consider
relevant information pertaining to the
recipient's performance gained from

other sources. including citizen
comments, complaint determinations,
and litigation.
(2) IfHUD determines preliminarily

that the recipient or one of its
subrecipients has not complied with a
program requirement, HUD will give the
recipient notice of this determination
and an opportunity to demonstrate,
within the time prescribed by HUD and
on the basis of substantial facts and data
that the recipient has Complied with the
requirements. HUD may change the
method of payment to require the
recipient to submit documentation
before payment and obtain RUD's prior
approval each time the recipient draws
down funds. To obtain prior approval,
the recipient may be required to
manually submit its payment requests
and supporting documentation to HUD
in order to show that the funds to be
drawn down will be expended on
eligible activities in accordance with all
program requirements.
(3) If the recipient fails to demonstrate

to HUD's satisfaction that the activities
were carried out in compliance with
program requirements, HUDmay take
one or more of the remedial actions or
sanctions specified in paragraph (b) of
this section.
(b) Remedial actions and sanctions.

Remedial actions and sanctions for a
failure to meet a program requirement
will be designed to prevent a
continuation of the deficiency; to
mitigate, to the extent possible, its
adverse effects or consequences; and to
prevent its recurrence.
(1) HUDmay instruct the recipient to

submit and comply with proposals for
action to correct, mitigate, and prevent
noncompliance with program
requirements, Including:

(i) Preparing and following a schedule
of actions for carrying out activities and
projects affected by the noncompliance.
including schedules, timetables. and
milestones necessary to implement the
affected activities and projects;
(ti) Establishing and following a

management plan that assigns
responsibilities for carrying out the
remedial actions;
(iii) Canceling or revising activities or

projects likely to be affected by the
noncompliance, before expending grant
funds for them;
(iv) Reprogramming grant funds that

have not yet been expended from
affected activities or projects to other
eligible activities or projects;
(v) Suspending disbursement of grant

funds for some or all activities or
projects;
(vi) Reducing or terminating the .

remaining grant of a subrecipient and
either reallocating those funds to other
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subrecipients or returning funds to
HUD;and
(vii) Making matching contributions

before or as draws are made from the
recipient's grant.
(2)HUDmay change the method of

pa~ent to a reimbursement basis.
(3)HUDmay suspend payments to

the extent HUD determines necessary to
preclude the further expenditure of
funds for affected activities or projects.
(4) HUDmay continue the grant with

a substitute recipient of HUD's
choosing.
(5)HUDmay deny matching credit for

all or part of the cost of the affected
activities and require the recipient to
make further matching contributions to
make up for the contribution
determined to be ineligible.
(6)HUDmay require the recipient to

reimburse the recipient's line of credit
in an amount equal to the funds used for
the affected activities.
(7)HUDmay reduce or terminate the

remaining grant of a recipient.
(8) HUDmay condition a future grant.
(9)HUDmay take other remedies that

are legally available.
(c)Recipient sanctions. If the

recipient determines that a subrecipient
is not complying with a program
requirement or its subrecipient
agreement, the recipient must take one
of the actions listed in paragraphs (a)
and (b) of this section.
(d)Deobligation. HUDmay deobligate

funds for the following reasons:
(1) If the timeliness standards in

§578.85 are not met;
(2) If HUD determines that delays

completing construction activities for a
project will mean that the funds for

other funded activities cannot
reasonably be expected to be expended
for eligible costs during the remaining
term of the grant;
(3) If the actual total cost of

acquisition, rehabilitation, or new
construction for a project is less than the
total cost agreed to in the grant
agreement;
(4) If the actual annual leasing costs,

operating costs, supportive services
costs, rental assistance costs, or HMIS
costs are less than the total cost agreed
to in the grant agreement for a one-year
period;
(5) Program participants have not

moved into units within 3 months of the
time that the units are available for
occupancy; and

(6) The grant agreement may set forth
in detail other circumstances under
which funds may be deobligated and
other sanctions may be imposed.

§578.109 Closeout.
(a) In general. Grants will be closed

out in accordance with the requirements
of 24 CFR parts 84 and 85, and closeout
procedures established by HUD.
(b)Reports. Applicants must submit

all reports required by HUD no later
than 90 days from the date of the end
of the project's grant term.
(c) Closeout agreement. Any

obligations remaining as of the date of
the closeout must be covered by the
terms of a closeout agreement. The
agreement will be prepared by HUD in
consultation with the recipient. The
agreement must identify the grant being
closed out, and include provisions with
respect to the following:

(1) Identification of any closeout costs
or contingent liabilities subject to
payment with Continuum of Care
program funds after the closeout
agreement is signed;
(2) Identification of any unused grant

funds to be deobligated by HUD;
(3) Identification of any program

income on deposit in financial
institutions at the time the closeout
agreement is signed:
(4) Description of the recipient's

responsibility after closeout for:
(i) Compliance with all program

requirements in using program income
on deposit at the time the closeout
agreement is signed and in using any
other remaining Continuum of Care
program funds available for closeout
costs and contingent liabilities;
(ii) Use ofreal property assisted with

Continuum of Care program funds in
accordance with the terms of
commitment and principles;
(iii) Use of personal property

purchased with Continuum of Care
program funds; and
(iv) Compliance with requirements

governing program income received
subsequent to grant closeout.
(5) Other provisions appropriate to

any special circumstances of the grant
closeout, in modification of or in
addition to the obligations in paragraphs
(c)(1) through (4) ofthis section.
Dated: Juno 28, 2012.

Mark JOhnstOD,
Assistant Secretary for Community Planning
and Development (Acting).
[FR Doc. 2012-17546 Filed 7-3()"'12: 8:45 am]
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PART200-tJNlFORM ADMINISTRA-
TIVE REQUIREMENTS,COST PRIN-
CIPLES, AND -AUDIT REQUIRE-
MENTSFORFEDERALAWARDS

Subpart A-Acronyms and
Definitions
AORONYlrJB

Sec.
200.0 AcroD.yms.
200.1 DefinitioDs.
200.2 ACQuisition cost.
200.8 Advance payment.
200.. Allocation.
200.6 Audit finding.
200.6 Auditee.
200.7 Auditor.
200.' Budget.
200.9 Central service cost alloca tion plan.
200.10 Catalog of FederaJ Domestic A88lst-

ance (CFDA) number.
2OO.11 CFDAprOf1-amtitle.
200.12 Capital aBsets.
200.13 Capital expenditures.
200.14 Claim.
200.15 Cl&88of Federal awards.
200.16 Closeout.
200.17 Cluater of programs.
200.18 Cogntzant agency for audit.
200.19 Cognizant agency for Indirect costs.
2OO.llll Computing devioes.
200.21 Compl1&nceBupplement.
200.22 Contract.
200.23 Contractor.
200.24 Cooperative agreement.
200.25 Coopera.t1veaudit resolution.
200.26 Corrective action.
200.2'1 Cost allocation plan.
200.28 Cost objective.
200.29 Cost Ilbaring or matching.
200.30 Crose-cuttlng audit finding.
200.81 (Reeerved]
200.82 Data Universal Numbering System

(DUNS)number.
200.38 Equipment.
2OO.M Expenditlll'efl.
200.35 Federal agenoy.
200.86 Federal Audit Clea.r1nghouse (FAC).
200.87 Fedaral awarding agency.
200.88 Federal award.
200.39 Federal award date.
200.40 Federal1ln&nclal aaslstance.
200,41 Federal inteTll8t.
200.42 Federal protrraJD.
200.43 Federal share.
200.44 Final cost objective.
200.45 Fixed amount awards.
200.46 Foreign public entity.
200.47 Foreign organization.

200.48 General purpose equipment.
200.49 Generally Accepted Accounttng Prin-

ciples (GAAP).
200.50 Generally Accepted Government Au-

dit1ng Standards (GAGAS).
200.51 Grant agreement.
200.52 Hospital.
200.53 Improper payment.
200.54 indian tribe (or "fedsrally recognized

Indian tribe").
200.55 institutions of Higher Education

(lHEs).
200.56 Indirect (fac1l1t1es & a.dm1n1etratlve

(F&A» costs.
200.57 IndlrBct cost rate proposal.
200.58 Information technology systems.
200.59 Intangible property.
200.60 Intermediate cost objective.
200.61 Intemal controls.
200.62 Internal control over compliance re-

quirements for Fedaral awards.
200.63 Loan.
200.64 Local government.
200.65 Major program.
200.66 Management decision.
200.67 Micro-purchase.
200.66 Mol111ledTotal Direct Cost (MTDC).
200.69 Non-Federal entity.
200.70 Nonprofit organization.
200.71 Obligations.
200.72 Omce of Management and Budget
. COMB).
200.73 Oversight agency for audit.
200.74 PB88-through entity.
200.75 Participant support costs.
200.76 Performance goal.
200.77 Partod of performance.
200.78 Parsonal property.
200.79 Personally Identifiable Information

(pn).
200.60 Program income.
200.81 Property.
200.82 Protected Personally Identifiable In-

formation (Protected pn).
200.83 Project cost.
200.84 Questioned cost.
200.65 Real property.
200.86 Recipient.
200.87 Researell and Development (R&D).
200.88 Simplified acquisition threshold.
200.89 Special purpose equipment.
200.90 State.
200.91 Student Financial Aid (SFA).
200.92 Subaward.
200.93 Subreclplent.
200.94 Supplies.
200.95 Termination.
200.96 Third-party in-kind contributions.
200.97 Unliquidated obligatiOns.
200.98 Unobligated balance.
200.99 Voluntary committed cost sha.r1ng.
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Subpart 8-Generol Provl5lOns

200.100 Purpose.
200.101 Appllca.b1llty.
200.102 Exceptions.
200.103 Authorities.
200.104 Superaess1on.
200.105 Effect on other I8suances.
200.106 Agency implementa.tlon.
200.107 OMBreeponsibilities.
200.108 Inqulries.
200.109 Review da.te.
:100.110Et!ect1velappl1ca.b1l1ty da.te.
200.111 Engllah la.n8'U8i'e.
200.112 Confliot of interest.
200.113 Ma.nda.tory di8cioSUI"ell.

Subpart c-Pre-Federol Award Require·
ments and Contents of Federal Awards

200.200 Purpose.
200.201 Use of grant agreements (lncluding

flxed amount awards). cooperative agree-
ments. and contracte.

200.202 Requirement to provide public no-
tice of Federal flnancial &8Blsta.ncepro-
gra.ms.

200.203 Notices of f'undlng opportunitles.
200.204 Federal awarding agency review of

merit of propoaa.}s.
200.205 Federal awa.rding agency review of

r18k posed by applloants.
200.306 Bta.ndard application requirements.
200.207 Specific conditions.
200.208 CertifIcations and l'epr9sentations.
200.209 Pre-award costs.
200.210 lnforma.tion contained In a Federal

a.ward.
200.211 Public a.cceee to Federal award infor-

mation.
200.212 Suspension and debarment.

Subpart D-Po5t Federal Award
Requirements

STANDARDSFORFINANCIAL ANDPROGRAM
MANAGEMENT

200.300 Statutory and na.tlonal policy re-
quiremente.

200.301 Perfol'mance measurement.
200.302 Financial management.
200.303 Intemal controlS.
200.304 Bonds.
200.306 Pa.yment.
200.306 Cost aharlng or matching.
200.307 Progra.ro income.
200.306 Revision of budget and progra.m

plans.
200.309 Perlod or performance.

PROPERTYSTANDARDS
200.310 Insurance coverage.
200.311 Real property.
200.312 Federally-owned and exempt prop-

erty.
200.313 Equipment.

2 CFRCh. II (1-1-15 Edition)

200.314 Supplies.
200.315 Intangible property.
200.316 Property trust relationship.

PRocUR.lUllCtlTST ANDAlI.DS

200.317 Procurements by l5t&telI.
200.318 General procurement sta.nda.rds.
200.319 Competition.
200.320 Methods of procurement to be fol-

lowed.
200.321 Contracting with small and miDority

bualnesB88, women'. buaines& enterprises,
and labor surplu8 Ll'811. 1lrmS.

200.322 Procurement of recovered materia18.
200.323 Contract coat and price.
200.324 Federal a.warding &8"ency or pasB-

through entity review.
200.825 Bondlng requirements.
200.326 Contract provlBions.

PERFORMANCEAND FINANCIALMON1'1'ORING
ANDREPoRTING

200.327 F1na.ncial reporting.
200.828 Monltoring and reporting program

performance.
200.829 Reporting on rea.! property.

SUBll.BCIPIRNT MONITORlNGANDMANAGEMKNT

200.330 Subrecipient and oontractor deter-
mina.tions.

200.331 Requirements for pass-through enti-
tles.

200.332 Flxed amount eubawardB.

REcORD RE'1'EN'rION AND ACCllSS

200.333 Retention requiremente for records.
200.334 Requests for transfer of records.
200.335 Methods for collection. tra.nemi88ion

and etorage of informatlon.
200.336 ACC888 to records.
200.837 Reetrictions on public access to

recordll.

RBMEDIESFORNONCOMPLIANCE

200.338 Remedies for noncompliance.
200.339 Termination.
200.340 Notification of termination require-

ment.
200.341 Opportunities to object, bearlngs

and appeals.
200.342 Effects of suspension and termi-

nation.

CLoSEOUT

200.343 Closeout.

POST-CLOSEOUT ADJUSTMENTS AND
CO,,"'TINUlNGREsPONSIBILITIBS

200.344 Post-cloB8out adjustments and con-
tinuing responBibll1tiea.

COLLECTIONOF AliIOUNTBDuE

200.345 Collection of &mounts due.
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Subpart E-cost PrInclpIN

GENERALPROVlBION5
200.400 Polioy g"Uide.
200.401 Appl1cation.

BASIC CONSIDERATIONS

200.402 Compos1non of costs.
2OO.~03 Factors a.f!ectiDg allowab1l1ty of

costs.
200.404 Reasonable C08ts.
200.405 Allocable costs.
200.406 Applicable credits.
200.40'1 Prior written approval (prior ap-

proval).
2OO.~08 Lim1tatlon on allOWlIJlOOof costs.
200.409 S1)flc1&lcoDll1derations.
200.410 cOllection of unallowable costs.
200.411 Adjustment of previously negotiated

Indirect (F&A) cost rates contalll1Il8' un-
allowable costs.

DIRlWI' AND INDIRECT (F&A) COIlTS
2OO.4U Claes11icatlon of coste.
200.413 Direct oosts.
200.414 Indirect (F&A) costs.
200.415 Required certifications.

SPECIALCONSIDERATIONS FOR STATES, LOCAL
GoVERNNENTl!AND I)IDIAN 'I'RIBEs

200.416 COst allocation plans and indirect
cost proposals.

200.417 Interagency service.

SPECIALCONSIDERATIONS JI'OR lNSTlTL'TlONB OF
HlGH&R EDUCATION

200.418 Costs 1Dcurre4 by states and local
govenunent8.

200.419 Cost account1Il8' standards and dlll-
closure statement.

GllNKRALPRoVl8l0N8 roB SEJ.IlCTED lTBMs OF
COST

200.420 Considerations for selected Items of
cost.

200.421 Advertl.s1ng and public relations.
200.422 AdviBory ccuncns.
200.423 AlcohOlic beverages.
200.424 Alumn1!ae activities.
200.420 Audit services.
200.426 Bad debts.
200.427 BondiIl8' coste.
200.428 Collections of improper payments.
200.4211 Commencement and convocation

C05ts.
200.430 Compeneatlon-personal services.
200.431 Compens&tlon-frlnKe benefits.
200.432 Conferenoes.
200.453 Contingency provisioIlB.
200.484 ContrlbutloIlB and donations.
200.485 Defense and prosecution of crlm1na.I

and clvU prooeedings, olalms. appeals
and patent infringements.

200.436 Depreciation.
200.43'1 Employee health and welfare costs

Pt. 200

200.438 Entertainment costs.
200.439 Equipment and other capital expend-

itures.
200.440 Exchange rates.
200.441 FinN. pellAltles. damages and other

Ilettlements.
200.442 Fund ralstng and investment man-

agement coete.
200.443 Gains and lossee ODdisposition of de-

preciable assete.
200.444 General coete of government.
200.445 Goods or services for }IerBODaIUBe.
200.446 Idie fac1l1tillll and idle capaotty.
2OO.44? WuraJlce and 1ndemnJfication.
200.448 Intellectual property.
200.4411 Interest.
200.450 Lobbying.
200.451 LOIl8eIlon other awards or contracts.
200.452 M&lntellADceand repair coats.
2OO.~ MAterials and Ilupplies coste, includ-

ing costs of computing devices.
200.454 Membersh1pa. Il11bscriptionll. and pro-

fessional activity C08ts.
200.465 OI'll'&D1zationcosts.
200.456 Participant BUPPOrtcosts.
200.4&7 Plant and security coste.
200.458 Pre-a ward OOIte.
200.469 Profellll1onal service coate.
200.460 Propoaal cOBte.
200.461 Publication and printing C08ts.
200.462 RearraIl8'ement and reconversion

costs.
200.463 Recru1 tlIl@'costs.
200.464 Relocation OOlIteof employeea.
200.465 Rental coats of real property and

equipment.
200.466 Scholarships and student aid costs.
200.467 Ssll1ng and markstlIl@' 008ts.
200.468 SJlllC1aI1zedservice tac1l1t1ee.
200.469 Student activity C08ts.
200.470 Taxee (including Value Added Tu).
200.471 Termination costs.
200.472 Tra1n1ng and education C08ts.
200.478 'l'raJlsportation costs.
200.4'14 Travel costs.
200.476 Trustees.

Subpart F-Auclt Requirements

GENKRAL
200.500 Purpose.

AUDITS

200.501 Audit requirements.
200.502 Basis for detenn11l1ng Federal

a.wards expended.
200.503 Relation to other audit require-

ments.
200.604 Frequency of audits.
200.505 Sanctions.
200.506 Audit coets.
200.507 Program-specific audits.

AUDITlI:ES

200.508 Auditee reepons1b1l1tles.
200.509 Audltor selection.
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§200.0

200.510 F1nane!&! et&tementa.
200.511 Audit fiDd1ng8 follow-up.
200.512 Report submtseton.

FEDBIl.ALAGENOIEIl

200.513 ReBponsibilities.

AUDITORS

200.614 Scope of audit.
200.515 Audit reporting.
200.616 Audit flDdings.
200.517 Audit document&tlon.
200.618 Major program determination.
200.519 Criteria for Federal program riak.
200.620 Criteria for a low-risk a.uditee.

MANAGEMENTDECISIONS

200.~ Management decla1on.
APPENDIX I TO PART 200-FULL TExT OF No-

TICE OJ' FUNDING OPPORTUNITY
APPENDIX n TO PART 2OO-CONTRACT PROVI-

SIONS FOR NON-FEDERAL ENTITY CON-
TRACTS UNDli:Jl FlIDnAL AWARDS

APPENDIX m TO PART 2OO-1NDIREC11' (F&A)
COSTS ID~OATION AND ASSIGNMENT,
AND RA'1'B DE'1'ERN1NATION FOR INSTITU-
TIONS OF HIGm:R EDUOATION(IHBs)

APPENDIX IV TO PART 2OO--IND1RECI' (F&A)
COSTS IDZN'I'1J'ICATION AND ASSIGNMENT,
AND RATE DETBRMINATIONPOR NONPROFIT
ORGANIZATIONS

APPENDIX V TO PART 200- STAT&iLOCAL oov-
ERNKEN'I'WIDECEI'lTRAL SERVICE COST AL-
LOCATIONPLANS

APPENDIX VI TO PART 200-PUBLIC AsBIST-
ANCECOST ALLocATION PLANS

APPENDIX vn TO PART 22G-STATES AND
LocAL GoVBR.NMBNT .ANDINDIAN TRIBB IN-
DIRECT COST PROPOSALS

.APPENDIX vm TO PART 200-NONPROJ'JT OR-
GANIz.ATIONS EXEKPl'lm FRON SUBPART
&-CoST PRINOJl'LBS OF PART 200

APPENDIX IX TO PART 2O()"""HOSPITAL coer
PRINCIPLES

APPENDIX X TO PART 200-DATA COLLBCTJON
FORM (FORM SF-BAC)

APPENDIX XI TO PART ~),fPLIANCl: SUP-
PLEMENT

AUTHORITY: 31 U.S.C. 603

SOURCE: 78 FR 78608, Dec. 26. 2013, unless
otherwtee Doted.

Subpart A-Acronyms and
Definitions
ACROI\'YMS

§200.0 Acronyms.

ACRONYM TERM

CAS Cost Accounting Standards
CFDA Catalog of Federal Domestic
Asetetsnce

2 CFRCh. II (1-1-15 Edition)

CFR Oode of Federal Regulations
CMIA Caah Management Improve-
ment Act

COG councne OfGovernments
COSO Committee of Sponsoring Orga-
mzattone of the Treadway Commis-
sion

EPA Environmental Protection Agen
cy

ERISA Employee Retirement Income
Security Act of 1974 (29 U,S.C. 1301-
1461)

EUI Energy Usage Index
F&A Fac1l1ties and Administration
FAC Federal Audit Clearin~house
FAIN Federal Award Identification
Number

FAPIIS Federal Awardee Perform-
ance and Integrity Information Sys-
tem

FAR Federal Acquisition Regulation
FFATA Federal Funding Account-
ab1l1ty and Transparency Act of 2006
or Transparency Act-PubliC :Law
109-282. as amended by section 6202(a)
of Public :Law 1l~252 (31 U.S.C. 6101)

FICA Federal Insurance Contribu-
tions Act

FOIA Freedom of Information Act
FR Federal Register
FI'E Full-time equivalent
GAAP Generally Accepted Account-
ing Principles

GAGAS Generally Accepted Govern-
ment Auditing Standards

GAO Government Accountability Of-
flce

GOCO Government owned, contractor
operated

GSA General Services Administration
IBS InBtitutional Base Salary
!HE Institutions of Higher Eduoation
mc Internal Revenue Code
ISDEAA Indian SeU-Determination
and Education and Assistance Act

MTC Mod1fledTotal COBt
MTDC Modified Total Direct Cost
OMB Office of Managem6nt and Budg-
et

PII Personally Identifiable Informa-
tion

PMS Payment Management SYBtem
PRHP Post-r6tinlment Health Plans
PTE Pass-through Entity
REUI Relative Energy Usage Index
SAM System for Award Management
SFA Student Financial Aid
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OMS Guidance

SNAP Supplemental Nutrition Assist-
ance Program

SPOC Single Point of Conta.ct
TANF Temporary Assistance for
Needy Fa.m1l1es

TFM Treasury Financial Manual
U.S.C. United States Code
VAT Value AddedTax
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75880.Dec. 19, 2014]

§JOO,1 Definitions.
These are the definJtions for terms

used in this part. Different definitions
may be found in Federal statutes or
regulations that apply more specifi-
cally to particular programs or activi-
ties. These definitions could be supple-
mented by additional instructional in-
formation provided in governmentwide
standard Information collections.

§200.2 AcquUition coBt.
Acquisition cost means the cost of the

asset including the cost to rea.dy the
a.sset for its intended use. Acquisition
cost for equipment, for example, means
the net invoice price of the equipment,
including the cost of any modifica-
tions, atta.chments, accessories, or aux-
iliary apparatus necessary to make it
usable for the purpose for which it is
acquired. Acquisition costs for soft-
ware includes those development costs
capitalized in accordance with gen-
erally accepted accounting prtnctplee
(GAAP), Ancillary charges, such as
taxes, duty, proteotive in transit insur-
ance, freight, and installation may be
included in or excluded from the acqui-
sition cost in accordance w1th the non-
Federal entity's regular accounting
practices.

1200.3 Advance payment.
Advance payment means a payment

that a Federal awarding agency or
pass-through entity makes by any ap-
propr1ate payment mechanism, includ-
ing a predetermined payment schedule,
before the non-Federal entity disburses
the funds for program purposes.

t 200.4 Allocation.
Allocation means the process of as-

s1gnlng a cost, or a group of costs. to
one or more cost objective(s), in rea-
sonable proportion to the benefit pro-

§200.9

vlded or other equitable relationship.
The process may entail ass1gn1Dga
cost(s) directly to a final cost objective
or through one or more intermediate
cost objectives.

§200.5 Audit fiDding.
Audit finding means deficiencies

which the auditor is required by
1200.516 Aud1t findings, paragraph (a)
to report in the schedule of findings
and questioned costs.

§ 200.6 Auditee.
Auditee means any non-Federal enti-

ty that expends Federal awards which
must be audited under Subpart F-
Audit Requirements of this part.

1200.7 Auditor.
Auditor means an auditor who iB a

public accountant or a Federal. state,
local government. or Indian tribe audit
organization, wblch meets the general
standards specified for external audi-
tors in generally accepted government
auditing standards (GAGAS).The term
auditor does not include internal audi-
tors of nonprofit organizations.
[79 FR 76880.Dec. 19, 2014]

§200.8 Budget.
Budget meane the financial plan for

the project or program that the Fed-
eral awarding agency or pass-through
entity approves during the Federal
award process or in subsequent amend-
ments to the Federal award. It may in-
clude the Federal and non-Federal
share or only the Federal share, as de-
termined by the Federal awarding
agency or pass-through entity.

§200.9 Central aervice cost allocation
plan.

Central service cost allocation plan
means the documentation 1dent.ifying,
accumulating, and allocating or devel-
oping billing rates based on the allow-
able costs of services provided by a
state, local government. or Indian tribe
on a centralized basis to its depart-
ments and agenoies. The costs of these
services may be allocated or b1lled to
users.
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§2oo.10

1200.10 Catalog of Federal Domestic
A88iBtance (CFDA)number.

CFDA number means the number as-
signed to a Federal program in the
CFDA.

1200.11 CFDA proJrIUD title.
CFDA prOgTam title means the title of

the program under which the Federal
award was funded in the CFDA.

§200.12 Capital aneta.
Capital assets means tangible or in-

tangible assets used in operations hav-
lng a useful life of more than one year
which are capitalized in accordance
with GAAP.Capital assets include:
(a) Land. buildings (fa.c1l1ties),equip-

ment, and intellectual property (in-
cluding software) whether acquired by
purchase, construction, manufacture,
lease-purchase, exchange, or through
capital leases; and
(b) Additions, improvements, modi-

fications, replacements, rearrange-
ments, reinstallations, renovations or
alterations to capital assets that mate-
rially increase their value or useful life
(not ordinary repairs and mainte-
nance).

§200.13 Capital expendi1urel!i.
Capital expenditures means expendi-

tures to acquire capital assets or ex-
penditures to make additions, improve-
ments, modifica.tions, replacements,
rearrangements, reinstallations, ren-
ovations, or a.lteratlons to capital as-
sets that materially increase their
value or usefull1fe.

§200.14 Claim.
Claim means, depending on the con-

text, either:
(a) A written demand or written as-

sertion by one of the parties to a Fed-
eral award seeking as a matter of
right:
(1) The payment of money in a sum

certain;
(2) The adjustment or interpretation

of the terms and conditions of the Fed-
eral award; or
(3)Other relief arising under or relat-

ing to a Federal award.
(b) A request for payment that is not

in dispute when submitted.

2 CFR Ch. II (1-1-15 Edition)

1200.16 CI••••of Federal awarda.
Class of Federal awanis means a group

of Federal awards either awarded under
8 specifiC program or group of pro-
grams or to a specific type of non-Fed-
eral entity or group of non-Federal en-
tities to which specific provisions or
exceptions may apply.

§200.16 Clo&eOut.
Closeout means the process by which

the Federal awarding agency or pass-
through entity determines that all ap-
plicable administrative actions and all
required work of the Federa.l awa.rd
have been completed and takes actions
as described in §200.843 Closeout.

§200.17 Cluster of programs.
Cluster of programs means a grouping

of cloeely related programs that share
common compliance requirements. The
types of clusters of programs are re-
search and development (R&D),student
fina.nc1alaid (SFA), and other clusters.
"Other clusters" are as denned by OMB
in the compliance supplement or as
designated by a state for Federal
awards the state provides to its sub-
recipients that meet the definition of a
cluster of programs. When designating
an "other cluster," a state must iden-
tify the Federal awards included in the
cluster and advise the subrecipientB of
compliance requirements applicable to
the cluster, consistent with 1200.381
Requirements for pass-through enti-
ties, paragraph (a). A cluster of pro-
grams must be considered as one pro-
gram for determining major programs,
lUI described in §200.51B Major program
determination, and, with the exception
of R&D as described in 1200.501 Audit
requirements, paragraph (0), whether a
program-specific a.udit may be elected.

1200.18 CoguizaDt agency for audit.
Cognizant agency fOT audit means the

Federal agency des1gDa.tedto carry out
the responsibili ties described In
§200.513 Responsib1l1t1es,paragraph (a).
The cognizant agency for audit is not
necessa.r1ly the same as the cognizant
agency for indirect costs. A list of cog-
nizant agencies for audit may be found
at the FACWeb site.
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§ !OO.19 Cocnizant agency for indirect
costli.

Cognizant agency fOT ind1Tect costs
mea.ns the Federal agency responsible
for reviewing, negotiating, and approv-
ing cost allocation plans or indirect
cost proposals developed under this
ps.rt on behalf of all Federal agencies.
The cognizant agency for indirect cost
is not necessarily the same as the cog-
n1zant agency for audit. For assign-
ments of cognizant agencies see the
following:

(a) For IREs: Appendix m to Part
200-Indirect (F&A) Costs Identifica-
tion and Assignment, and Rate Deter-
mination for Institutions of Higher
Education (IHEs), paragraph C.11.

(b) For nonprofit orga.nizations: Ap-
pendix IV to Part 200-Ind1rect (F&A)
Costs Identification and A88ignment,
and Rate Determination for Nonprofit
Organizations, paragraph C.12.

(c) For state and local governments:
Appendix V to Part 200-State/Local
Governmentwide Central Service Cost
Allocation Plans, paragraph F.1.

(d) For Indian tribes: Appendix VII to
Part 200-States and Local Govern-
ment and Ind1an Tr1be Indirect Cost
Proposal, paragraph D.l.
['18FR 78608,Dec. 26, 2013, as amended at 79
FR 75880, Dec. 19. 20Hl

I !OO.JO Computing devicee.
Computing devices mea.ns mAChines

used to acquire, store, analyze, process,
and publish data and other information
electronically, including aooeeeortee
(or "peripherals") for printing, trans-
mitting and receiving, or storing elec-
tronic information. See also §§200.94
Supplies and 200.68Information tech-
nology systems.

§ 90.21 Compliance supplement.
Compliance supplement means Appen-

dix XI to Part 2OO-Compliance Supple-
ment (previously known 'as the Cir-
cular A-13SCompl1ance Supplement).

§200.22 Contract.
Contract means a legal instrument by

which a non-Federal entity purchases
property or services needed to carry
out the project or program under a
Federal award. The term as used in
this part does not include a legal in-

§2oo.25

strument, even if the non-Federal enti-
ty considers it 6. contract, when the
substance of the transaction meets the
definition of a Federal award or
subaward (see §200.92Subaward).

§200.23 Contractor.
Contractor means an entity that re-

ceives a contract &8 defined in § 200.22
Contract.

f 200.24 Cooperative agreement.
Cooperative agreement means a legal

instrument of financial assistance be-
tween a Federa! awarding agency or
pass-through entity and a non-Federal
entity that, consistent with 31 U.S.C.
630US05:

(a) Is used to enter into a relation-
ship the principal purpose of which is
to transfer anything of value from the
Federal awarding agency or pass-
through entity to the non-Federal enti-
ty to carry out a public purpose au-
thorized by a law of the United States
(see 31 U.S.C. 6101(8»; and not to ac-
quire property or services for the Fed-
eral Government or pass-through enti-
ty's direct benefit or use;

(b) Is distinguished from a grant in
that it provides for substantial involve-
ment between the Federal awarding
agency or pass-through entity and the
Don-Federal entity in carrying out the
activity oontemplated by the Federal
award.

(c) The term does not include:
(1) A cooperative research and devel-

opment agreement as defined in 15
U.S.C. S71Oa;or

(2) An agreement that provides only:
(I) Direct United States Government

cash assistance to an individual;
(ii) A subsidy;
(iii) A loan;
(iv) A loan guarantee; or
(v) Insurance.

§2oo.J5 Cooperative audit resolution.
Cooperative audit resolutio71 means the

use of audit follow-up techniques which
promote prompt corrective action by
improving communication, fostering
collaboration. promoting trust, and de-
veloping an understanding between the
Federal agency and the non-Federal en-
tity. This approach is based upon:
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(a) A strong commitment by Federal
agency and non-Federal entity leader-
ship to program integrity;
(b) Federal agencies strengthening

partnerships and working ooopera-
tively with non-Federal entities and
their auditors; and non-Federal enti-
ties and their auditors working coop-
erat1vely with Federal agencies;
(c) A focus on current conditions and

corrective action going forward;
(d) Federal agenoies offering appro-

priate relief for past nonoompliance
when audits show prompt corrective
action has occurred; and
(e) Federal agency leadership sending

a clear message that continued failure
to correct conditions identified by au-
dits which are likely to cause improper
payments, fraud, waste. or abuse is un-
acceptable and will result in sanctions.

Ii200.26 Corrective aetion.
Corrective action means action taken

by the auditee that:
(a) Corrects identified deficiencies;
(b) Produces recommended improve-

ments; or
(c) Demonstrates that audit findings

are either invalid or do not warrant
auditee action.

§200.27 Colt aIloeatioD plan.
Cost allocation plan means central

service cost allocation plan or public
a.ssistance cost allocation plan.

A 200.28 Coat objective.
Cost objective means a program, func-

tion, activity, award, organizational
subdrvtsion, contract, or work unit for
which cost da.ta are desired and for
which provision is made to accumulate
and measure the cost of processes,
products, jobs, capital projects. etc. A
cost objective may be a major function
of the non-Federal entity, a partioular
service or project, a Federal award, or
an indirect (Fac1l1ties & Administra-
tive (F&A» cost activity, as described
in Subpart E--{Jost Principles of this
Part. See also H200.44Final cost objec-
tive and 200.60Intermediate cost objec-
tive.

§ZOO.~9 Coat ,baring or matchin~.
Cost sharing OT matching means the

portion of project costs not paid by
Federal funds (unless otherwise author-

2 CFR Ch. II (1-1-15 Edition)

ized by Federal statute). See also
1200.306Cost sharing or matching.

§200.30 Cron-eutting audit finding.

Cross-cutting audit /inc:llng means an
audit finding where the same under-
lying condit.ion or issue affeots Federal
awards of more than one Federal
awarding agency or pass-through enti-
ty.

§200.31 Disallowed coets.
Disallowed costs means those charges

to a Federal award that the Federal
awarding agency or pass-through entt-
ty determines to be unallowable, in ac-
cordance with the applicable Federal
statutes, regulations, or the terms and
conditions of the Federal award.

§200.32 [Reserved]

§200.33 Equipment.

Equipment means tangible personal
property (including infonnation tech-
nology systems) having a useful life of
more than one year and a per-unit ac-
quisition cost which equals or exceeds
the lesser of the capitalization level es-
tablished by the non-Federal entity for
financial statement purposes, or $5,000.
See also §§200.12Capital assets, 200.20
Computing devices, 200.48General pur-
pose equipment, 200.58 Information
technology systems, 200.89Specia.l pur-
pose equipment, and 200.94Supplies.

§200.34 Expenditures.

Expenditures means charges made by
a non-Federal entity to a projeot or
program for which a Federal award was
received.
(a) The charges may be reported on a

cash or accrual ba.sis, as long as the
methodology is disclosed and is con-
sistently applied.
(b) For reports prspared on a cash

basis, exPenditures are the sum of:
(1) Cash disbursements for direct

charges for property and services;
(2) The amount of indirect expense

charged;
(3) The value of third-party in-kind

contributions applied; and
(4) The amount of cash advance pay-

ments and payments made to sub-
recipients.
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(c) For reporte prepared on an ac-
crual baets, expenditures are the sum
of:
(1) Ca.sb disbursemente for direct

charges for property and serv1ces;
(2) The amount of indirect expense

incurred;
(3) The value of third-party in-kind

contributions applied; and
(4) The net increase or decreaee in

the amounte owed by the non-Federal
entity for:
(i) Goods and other property re-

ceived;
(11) Services performed by employees,

contractors, subrectjnents, and other
payees; and
(iii) Programs for which no current

services or performance are required
such Il.I! annuities, insurance claims, or
other benefit payments.

§ 200.35 Federal agency.
Federal agency means an "agency" as

defined at 5 U.S.C. 551(1)and further
cla.rified by 5 U.S.C. 552({).

0200.36 Federal Audit Clearingho1l&e
(FAC).

FAC means the clearinghouse des-
ignated by OMB as the repository of
record where non-Federal entities are
required to transmit the reporting
packages required by Subpart F-Audit
Requiremente of this part. The mailing
addrese of the FAC is Federal Audit
Clearinghouse, Bureau of the Census,
1201E. 10th Street, Jeffersonville, IN
47132and the web address is: http://har-
vester.cenBU8.govlsacl. Any future up-
dates to the location of the FAC may
be found at the OMBWebsite.

§ 200.37 Federal Bwarding Bgency.
Federal awarding agency means the

Federal agency that provides a Federal
award directly to a non-Federal entity.

§200.38 Federal BWard.
Federal award bas the meaning, de-

pending on the context, in either para-
graph (a) or (b) of this section:
(a)(1) The Federal financial assist-

ance that a non-Federal entity receives
directly from a Federal awarding agen-
cy or indirectly from a pass-through
entity, as described in §200.10lApplica-
bility; or

§200.4O

(2) The cost-reimbursement contract
under the Federal Acquisition Regula-
tions that a non-Federal entity re-
ceives directly from a Federal awa.rd-
ing agency or indirectly from a pass-
through entity, as described in §200.10l
Appl1cabillty.
(b) The instrument eetting forth the

terms and conditions. The instrument
is the grant agreement, cooperative
agreement, other agreement for asl3ist-
ance covered in paragraph (b) of §200.40
Federal financial assistance, or the
cost-reimbursement contract awarded
under the Federal Acquisition Regula-
tions.
(c) Federal award does not include

other contracts that a Federal agency
uses to buy goods or serv1ces from a
contractor or a. contract to operate
Federal Government owned, contractor
operated fac1l1tiee(GOCOe).
(d) See also definitions of Federal fi·

nancial assistance, grant agreement,
and cooperative agreement.

§100.89 Federal award date.
Federal award date means the date

when the Federa.l award is signed by
the authorized official of the Federal
awarding agency.

§100,40 Federal financial 888i&tance.
(a) For grante and cooperative agree-

ments, Federal financtal cusi.<iiance
means assistance that non-Federal en-
tities receive or administer in the form
of:
(1)Grant8;
(2)Cooperative agreements;
(3) Non-cash contributions or dona-

tions of property (including donated
surplus property);
(4)Direct appropriat1ons;
(5)Food commodities; and
(6) Other fmancial assistance (except

assistance listed in paragraph (b) of
this section).
(b) For Subpart F-Audit Require-

ments of this part, Federal financial as-
sistance also includes assistance that
non-Federal entities receive or admin-
ister in the form of:
(1)Loans;
(2)Loan Guarantees;
(3)Interest subsidies; and
(4)Insurance.
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§200.41

(c) Federal financial assistance does
not include amounts received as reim-
bursement for services rendered to in-
dividuals as descr1bed in §2OO.502Basis
for determining Federal awards ex-
pended, paragraph (h) and (i) of this
part.

1200.41 Federal interest.
Federal interest means, for purposes of

§200.329 Reporting on real property or
when used in connection with the ac-
quisition or improvement of real prop-
erty. equipment, or supplies under a
Federal award, the dollar amount that
is the product of the:
(a) Federal share of total project

costs; and
(b) Current fair market value of the

property, improvements, or both, to
the extent the coets of acquiring or im-
proving the property were included as
project costs.

§JOO.42 Federal propam.
Federal program means:
(a) An Federal awards wbich are as-

signed a single number in the CFDA.
(b) Wben no CFDA number is as-

Signed, all Federal awards to non-Fed-
eral entities from the same agency
made for the same purpose must be
combined and considered one program.
(c) Notwithstanding paragraphs (a)

and (b) of this denn1tion. a cluster of
programs. The types of clusters of pro-
grams are:
(1) Research and development (R&D);
(2) Student financial aid (SFA); and
(3) "Other clusters," as described in

the definition of Cluster of Programs.
[78 FR 78608, Dec. 26. 2018, as amended at 79
FR 75880, Dec. 19, 20141

§ 200.48 Federal _hare.
Federal share means the portion of

the total project costs that are paid by
Federal funds.

§ JOO.44 Final cost objective.
Final cost oOjective means a cost ob-

jective which has allocated to it both
direot and indirect costs and, in the
non-Federal entity's accumulation sys-
tem, is one of the final acoumulat1on
points, such as a particular award, in-
ternal project, or other direct activity
of a non-Federal entity. See also

2 CFR Ch. II (1-1-15 Edition)

§§2OO.2lICost objectIve and 200_60 Inter-
mediate cost objective.

§200.46 Fis:ed amount awarda.

Fixed amount awards means a type of
grant agreement under which the Fed-
eral awarding agency or pass-through
entIty provides a specifiC level of sup-
port without regard to a.ctua.lcosts in-
curred under the Federal award. This
type of Federal award reduces some of
the adm1n1strative burden and record-
keeping requirements for both the non-
Federa.l entity and Federal awarding
agency or pass-through entity. Ac-
countab1lity is based primarily on per-
formance and results. See §§200.201 Use
of grant agreements (including f1xed
amount awards), cooperative agree-
ments, and contracts, paragraph (b)
and 200.832 Fixed amount subawards.

§200.46 Foreip public entity.

Foreign public entity means:
(a) A foreign government or foreign

governmental entity;
(b) A public international organiza-

tion, which is an organization entitled
to enjoy privllegeB, exernpttona, and
immunities as an international organi-
zation under the International Organi-
sattcns Immlinities Act (22 U.S.C. 288-
288f); .
(c) An entity owned (in whole or in

part) or controlled by a foreign govern-
ment; or
(d) Any other entity oonafstdng'whol-

ly or partially of one or more foreign
governments or foreign governmental
entities.

§ 200.47 ForeiJn organization.

Foreign organization means an entity
that Is:
(a) A public or private organization

located in a country other than the
United States and its territortee that is
subject to the laws of the country in
which it 1s located, irrespective of the
cit1zenBbipof project Btaff or place of
performance;
(b) A private nongovernmental orga-

nization located in a country other
than the United States that solicits
and receIves cash contributions from
the general public;
(c) A charitable organization located

in a country other than the United
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States that 15 nonprofit and tax ex-
empt under the laws of its country 01
domicile and operation, and is not a
university, college, accredited degree-
granting institution of education, pri-
vate foundation, hospital, organization
engaged exclusively in research or sci-
entif1c activities, church, synagogue,
mosque or other similar entities orga-
nized pr1mar1ly for reltgfoue purposes;
or
(d) An organization located in a

country other than the United States
not recognized as a. Foreign Public En-
tity.

[7tl FR 78608, Dec. 26, 2013, I.S amended at 79
FR 75880,Dec. 19. 2014]

§200.48 General purpose equipment.
General purpose equipment means

equipment which is not limited to re-
search, medical, scientific or other
technical activities. Examples include
offiae equipment and furnisb1ngs, mod-
ular ornces, telephone networks, infor-
mation technology equipment and sys-
tems, air conditioning equipment, re-
production and printing equipment.
and motor vehicles. See also Equip-
ment and Special Purpose Equipment.

1200.49 Generally Aceepted Account-
ing Prlnciples (GAAP}.

GAAP has the meaning specif1ed in
accounting standards issued by the
Government Aooounting Standards
Board (GASB) and the Financial Ac-
counting Standards Board (FASB).

§200.60 Generally Accepted Govern-
ment Auditinr Standards (GAGAS).

GAGAS, also known as the Yellow
Book. means generally accepted gov-
ernment auditing standards issued by
the Comptroller General of the United
States. which are applicable to finan-
cia.laudits.

[78 FR 78608, Dec. 26. 2018. as amended at 79
FR 7li88O. Dec. 19. 2014J

1200.61 Grant agreement.
Grant agreement means a legal instru-

ment of financial assistance between a.
Federal awarding agency or pass-
through entity and a non-Federal enti-
ty that. consistent with 31U.S.C. 6302,
6304:

§200.54

(a) Is used to enter into a relation-
ship the principal purpose of which is
to transfer anything of value from the
Federal awarding agency or pass-
through entity to the non-Federal enti-
ty to carry out a public purpose au-
thorized by a law of the United States
(see 81 U.S.C. 6101(3»; and not to ac-
quire property or services for the Fed-
eral awarding agency or pass-through
entitY'1!direct benefit or use;
(b) Is distinguished trom a coopers-

tive agreement in that it does not pro-
vide for substantaa! involvement be-
tween the Federal a.warding agency or
pass-through entity and the non-Fed-
eral entity in carrying out the activity
contemplated by the Federal award.

(c) Does not include an agreement
that provides only:

(1) Direct United States Government
cash assistance to an individual;
(2) A llub8idy;
(3) A loan;
(4) A loan guarantee; or
(5) Insurance.

1200.52 Hospital.

Hospital means a fac111tylicensed as
a hospital under the law of any state or
a fac1l1ty operated as a bospital by the
United States. a state, or a subdivision
of a state.

.200.53 Improper payment..
(a) /m'PToper payment means any pay-

ment that should not have been made
or that was made in an incorrect
amount (including overpayments and
underpayments) under statutory, con-
tractual, administrative, or other le-
gally applicable requirements; and
(b) Improper payment includes any

payment to an ineligible party, any
payment for an ineligible good or serv-
ice. any duplicate payment. any pay-
ment for a good or service not received
(except for such payments where au-
thorized by law), any payment that
does not account for credit for applica-
ble discounts, and any payment where
insu1!icient or lack of documentation
prevents a reviewer trom diBCerning
whether a payment was proper.

t 200.64 Indian tribe (or "federally rec-
ognized Indian tribe").

Indian tribe means any Indian tribe,
band, nation, or other organized group
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or community, Including any Alaska
Native village or regional or village
corporation as defined In or establ1Bhed
pursuant to the Alsaka N&.tlveClaims
Bettlement Act (43 U.S.C. Chapter 8S),
which Is recognized &.seligible for the
special programs. and services provided
by the United States to Indians be-
cause of their status as Indians (25
U.S.C. 450b(e». See anDually publlBhed
Bureau of Indian Afi'a.irs list of Indll10Jl
Entities Recognized and Eligible to Re-
ceive Services.

§200.55 Institutions of Ifjpm- Edu·
catioD (IllEs).

IHE Is defined at 20U.S.C. 1001.

~200.56 Indirect (facilititlli 4: admiDis·
tzoative(FU» con..

Indirect (FilA) costs means those costs
incurred for a common or joint purpose
benefitting more than one cost objec-
tive, and not readily assignable to the
cost objectives specifically benefitted,
without effort disproportionate to the
results &.chieved. To fac1l1tate equi-
table distribution of indirect expenses
to the cost objectives served, It may be
necessary to establish a number of
pools of Indirect (F&A) costs. Indirect
(F&A) cost pools must be distributed to
benefitted cost objectives on baaes that
will produce an equitable result in con-
sideration of relat1ve benefits derived.
['18 FR ~Br08. Dec. 26. 2013. as amended at 79
FR ~6880,Dec. 19, 2014]

§ 200.67 Indirect cost rate propo_al.
Indirect cost rate proposal means the

documentation prepared by a non-Fed-
eral entity to substantiate Its request
for the esta.bUshment of an indirect
cost rate as described in Appendix m
to Part 2OO-1nd1rect(F&A) Costs Iden-
tification and Assignment, and Rate
Determination for Institutions of High-
er Education (IREs) through Appendix
VII to Part 200-States and Local Gov-
ernment and Indian Tribe Indirect Cost
Proposals of this part, and Appendix IX
to Part 200-Hospltal Cost Principles.
['76 FR 76608, Dec. 26. 2013, a8 amended at 79
FR 75880.Dec. 19, 2014]

2 CFRCh. II (1-1-15 Edtlon)

t 200.58 Information technology flYS'
tems.

mtormaturn technology Sl/stems means
computing devices, a.ncilla.ry equip-
ment, softwa.re, firmware, and similar
procedures, services (including support
services), and rela.ted resources. See
also §§200.20Computing devices and
200.33Equipment.

§200.69 Intangible property.
Intangible PToperly means property

having no physical existence, such as
tra.demarks, copyrights, patents and
patent a.ppllcatlons and property, such
sa loans, notes and other debt instru-
ments, lease agreements, stock and
other Instruments of property owner-
ship (whether the property Is tangible
or intangible).

~200.60 Intermediate coat objective.
Intermediate cost objective means a

cost objective that is used to accumu-
late indirect costs or service center
costs that are subsequently allocated
to one or more Indirect cost pools or
final cost objectives. See a.lso 1200.28
Cost objective and §2OO.44Final cost
objective.

§ 200.81 Internal controla.
Internal ctmtro/s means a process, im-

plemented by a non-Federal entity, de-
signed to provide raasonable assurance
regarding the a.chlevement of objec-
tives in the following categories:
(a) Effectiveness and efficiency of op-

erations;
(b) Reliability of reporting for inter-

nal and external use; and
(c) Compliance with applicable laws

and regula.tlons.

§ 200.61 InterDaI eoDtrol over compli·
ance requireml!Dt8 for Federal
awarda.

Internal control over compliance re-
quirements fOT Federal awards means a
propess implemented by a non-Federal
entity designed to provide rea.eona.ble
assurance rega.rding the aohievement
of the following objectives for Federal
awards:
(a) Transactions are properly re-

corded and accounted for, in order to:
(1) Permit the prepara.tion of relia.ble

financial sta.tements and Federal re-
ports;
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(2) Maintain accountability over as-
sets; and
(3) Demonstrate compliance with

Federal statutes, regulations, and the
terms and conditione of the Federal
award;
(b) Transactions are executed in com-

pliance with:
(1) Federal statutes. regulations, and

the terms and conditions of the Federal
award that could have a direct and ma-
terial effect on a Federal program; and
(2) Any other Federal statutes and

regulations that are identified in the
Compliance Supplement; and
(c) Funds, property, and other assete

are safeguarded against lOBSfrom un-
authorized use or disposition.

1200.63 Loan.
Loan means a Federal loan or loan

guarantee received or administered by
a non-Federal entity. except as used in
the def1n1tion of 1200.80 Program in-
come.
(a) Tbe term "direct loan" means a

disb1lJ'8eInentof fundI! by the Federal
Government to a non-Federal borrower
under a contraot that requires the re-
payment of such funds with or without
interest. Tbe term includes the pur-
chase of. or participation in, a loan
made by another lender and f'mancing
arrangements that defer payment for
more than 90 days. including the sale of
a Federal Government asset on credit
terms. The term does not inolude the
acquisition of a federally guaranteed
loan in satisfaction of default olaims or
the price support loans of the Com-
modity Credit Corporation.
(b) The term "direct loan obligation"

means a binding agreement by a Fed-
eral awarding agency to make a direct
loan when specified conditions are ful-
filled by the borrower.
(c) The term "loan guarantee" means

any Federal Government guarantee, in-
surance, or other pledge with respect
to the payment of all or a part of the
prinoipal or interest on any debt obli-
gation of a non-Federal borrower to a
non-Federal lender. but does not in-
clude the insura.nce of deposits, shares.
or other withdrawable accounts in fl-
nanoialinstitutions.
(d) The term "loan guarantee com-

mitment" means a binding agreement
by a Federal awarding agenoy to make

§200.67

a loan guarantee when specified condi-
tions are fulfilled by the borrower. the
lender. or any other party to the guar-
antee agreement.

§200.64 Local government.
Local government means any unit of

government within a state, including a:
(a) County;
(b) Borough;
(c)Municipality;
(d) City;
(e) Town;
(1) Township;
(g) Parish;
(b) Local public authority, including

any pubUc housing agency under the
United States Housing Act of 1937;
(1)Special district;
(j) Sohool district;
(k) Intrastate district;
(l) Council of governments. whether

or not incorporated as a nonprofit cor-
poration under state law; and
(m) Any other agency or instrumen-

tality of a. multi-. regional. or intra-
state or local government.

§200.85 ~or program.
Major program means a FederaJ pro-

gram determined by the auditor to be a
major program in accordance with
§200.518 Major program determination
or a program identified as a major pro-
gram by a Federal awarding agency or
pe.ss-through entity in accordance with
§200.503 Relation to other audit re-
quirements, paragraph (e).

§200.86 Management decillion.
Management decision means the eval-

uation by the Federal awarding agency
or pass-through entity of the aud1t
findings and corrective action plan and
the issuance of a 1lVTittendecision to
the auditee as to what corrective ac-
tion is necessa.ry.

§200.67 Micro-purchase,
Micro-purchase means a purchase of

supplies or services using simpUfied ac-
quisition procedures, the aggregate
amount of which does not exceed the
micro-purchase threshold. Micro-pur·
chase procedures comprise a subset of a
non-Federal entity's small purchase
procedures. The non-Federal entity
uses sucb prooedures in order to expe-
dite the completion of its lowest-dollar
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§200.68

small purchase transactions and mini-
mize the associated administrative
burden and cost. The micro-purchase
threshold Is set by the Federal Acquisi-
tion Regulation at 48 CFR Subpart 2.1
(Definitions). It is SS,OOO except 8.8 oth-
erwise discllSlledin Subpart 2.1 of that
regulation, but this threshold is peri-
odically adjusted for inflation.

§200.68 Modified Total Direct Cost
(MTDC).

MTDC means all direct salaries and
wages, applicable fringe benefits, mate-
rials and supplies, services, travel, and
up to the first $25,000of each subaward
(regardless of the period of perform-
ance of the subawardB under the
award). MTDC excludes equipment,
capital expenditures, charges for pa-
tient care, rental costs, tuition remis-
sion. scholarships and fellowships, par-
ticipant support costs and the portion
of each subawa.rd in excess of $25,000.
Other items may only be excluded
when nece888.1"Yto avoid a serious in-
equity in the distribution of Indirect
costs, and with the approval of the cog-
nizant agency for indirect costs.
[79 FR 76880.Dec. 19, 2014]

§200.68 NOD.Federalentity.
Non-Federal entitJI means a state,

local government, Indian tribe, institu-
tion of higher education (DIE), or non-
profit orga.nization that ca.rr1es out a
Federal award as a recipient or Bub-
recipient.

§200.70 NOD profit organizatioD.
Nonprofit organization means any cor-

poration, trust, associa.tion, coopera-
tive, or other organization, not includ-
ing DIEs. that:
(a) Is operated primarily for sci-

entific, educational, service, chari-
table, or similar purposes in the public
interest;
(b) Is not organized primarily for

profit; and
(c) Uses net proceeds to maintain,

improve. or expand the operations of
the organization.

§200.71 Obligations.
When used In connection with a non-

Federal entity's utilization of funds
under a Federal award. obligations

2 CFR Ch. II (1-1-15 Edition)

means orders placed for property and
services, contracts and subawards
ma.de, and similar transactions during
a given period that require payment by
the non-Federal entity during the same
or a future period.

1200.72 Office of Management and
Budget (OMB).

OMB means the Executive Offloe of
the President, Off1ce of Management
and Budget.

§200.73 Oversight agency for audit.
OVersigh.t agency for audit means the

Federal awarding agency that provides
the predominant amount of funding di-
rectly to a non-Federal entity not a.e-
signed a cogntsant, agency for audit.
When there is no direct funding, the
Federal awarding agency which is the
predominant source of pass-through
funding must assume the oversight re-
sponsibilities. The duties of the over-
sight agency for audit and the process
for any reassignments are described in
§200.513 Responsib1l1ties, paragraph (b).

1200.74 p_.throup eDtity.
Pa.ss-thTOUghentity means a non-Fed-

eral entity that provides a subaward to
a subreo1pient to carry out part of a
Federal program.

§200.75 Participant IJupportcosta.
PaTticipant support com means direct

costs for items suoh as stipends or sub-
sistence allowances, tra.vel allowances.
and registration fees paid to or on be-
half of participants or trainees (but not
employees) in connection with con-
ferences. or training projects.

§200.76 Performance goal
Performance goal means a target level

of performanoe expressed as a ta.ngible,
measurable objective. against which
actual achievement can be compared,
including a. goal eXpr8BBedas a quan-
tItative standard, value, or rate. In
some Instances (e.g., discretionary re-
search awards), this may be limited to
the requirement to submIt technical
performance reports (to be evaluated in
accordance with agency policy).

§200.77 Period of performance.
Period of performance means the tIme

during which the non~Federal entity
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may incur new obl1rations to carry out
the work authorized under the Federal
award. The Federal awa.rd1ngagency or
P&8ll-throughentity must include start
and end dates of the period of perform-
ance in the Federal award (see §§200.210
Information contained In a Federal
award paragraph (a)(5) and 200.331Re-
quirements for pass-through entities,
para.gra.ph(a)(1)(iv».

fJOO.78 Pereonal property.
Personal property means property

other than real property. It may be
tangible, baYing physical existence, or
intangible.

§200.79 PenonaDy Identifiable Infor-
mation (pm,

PII means information that can be
used to distinguish or trace an individ-
ual's identity, either alone or when
combined with other personal or iden-
tifying information that is linked or
linkable to a specific indiVidual. Some
information that is considered to be
Pli is available in public sources such
lUI telephone books, public Web sites,
and university listings. This type of in-
formation Is considered to be Public
PITand includes, for example, first and
last name, address, work telephone
number, email address, home telephone
number, and general educational cre-
dentials. The definition of PIT Is not
anchored to any single category of in-
formation or technology. Rather. it re-
quires a case-by-case assessment of the
specific risk that an individual can be
ident1fled. Non-PII can become Pll
whenever additional information is
made publicly available. in any me-
dium and from any source. that, when
combined with other available infor-
matron. could be used to identify an in-
dividual.

§200.80 Program income.
Program income means gross income

earned by the non-Federal entity that
is directly generated by a supported ac-
tivity or earned as a result of the Fed-
eral award during the period of per-
formance except as provided in §200.307
paragraph (fl. (See 1200.7'1Period of
performance.) Program income in-
cludes but 18 not limited to income
from fees for services performed, the
use or rental or real or personal prop-

§200_84

erty acquired under Federal awards,
the sale of commodities or items fab-
ricated under a Federal award, l1cense
fees and royalties on patents and copy-
rights. and principal and interest on
loans made with Federal award funds.
Interest earned on advances of Federal
funds is not program income. Except 8.S
otherwise provided in Federal statutes.
regulations, or the terms and condi-
tions of the Federal award, program in-
come does not include rebates. credits.
discounts, and interest earned on any
of them. See also 1200.407Prior written
approval (prior approval). See also 35
U.S.C. 200-212"Disposition of Rights in
Educational Awards" applies to inven-
tions made under Federa.l awards.
('78 FR 78608. Dec. 26. 2013. all amendedat 79
FR 75880, Dec. 19. 2014]

§200,81 Property,
PropertjJ means real property or per-

sonal property.

§JOO.82 Protected Pel'llOnally Identifi-
able InformatioD (Protected PII).

Protected PII means an Indtvtduals
first name or first initial and last name
in combination with anyone or more
of types of information. including, but
not limited to, social security number.
passport number. credit card numbers,
clearances, bank numbers, biometrics.
date and place of birth, mother's maid-
en name, criminal, medical and finan-
cial records, educational transcripts.
This does not 1nclude PII that IB re-
quired by law to be disclosed. (See also
§200.79Personally Ident1f1able Informa-
tion (Pll».

§200.83 Project cost.
Project cost means total allowable

costs incurred under a Federal awa.rd
and all required cost sharing and vol-
untary committed cost sharing. includ-
ing third-party contributions.

1200.84 QuestioDed OO8t.
Questioned COlt means a cost that is

questioned by the auditor because of an
audit finding:
(a) Which resulted from a violation

or possible violatIon of a statute, regu-
lation. or the terms and conditions of a
Federal award. including for funds used
to match Federal funds;
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(b) Where the coste, at the time of
the audit, are not supported by ade-
quate dooumentation; or
(c) Where the costa incurred appear

unreasonable and do not reflect the ac-
tions a prudent person would take in
the circumstances.

1200.85 BeiUproperty.
Real property means land, including

land improvements, structures and ap-
purtenances thereto, but excludes
moveable machinery and equipment.

§200.88 Recipient.
Recipient means a non-Federal entity

that reoeives a Federal award directly
from a Federal awarding agency to
carry out an activity under a Federal
program. The term recipient does not
include subrecipients. See also 1200.69
Non-Federal entity.

§200.87 Research aDd Development
(R&D).

R&D means all research activities,
both basic and applied. and all develop-
ment activities that are performed by
non-Federal entities. The term re-
search also includes activities involv-
ing the traiDing of individua.ls in re-
search techniques where such activ1ties
ut1l1ze the same fac111tiesas other re-
search and development a.ctivities and
where such activities are not included
in the instruction function.
"Resea.rch" is defined as a. system-

atic study directed toward fuller sci-
entific knowledge or understanding of
the subject studied. "Development" is
the systematic use of knowledge and
understanding gained from research di-
rected toward the production of useful
materials, devices, systems. or meth-
ods, including design and development
of prototypes and proceases.

§200.88 Simplified acquisition thrMh·
old..

Simplified acquisition thre8hold means
the dollar amount below which a non-
Federal entity ma.y purchase property
or services using small purchase meth-
ods. Non-Federal entities adopt small
purchase procedures in order to expe-
dite the purchase of items costing less
than the simplified acquisition thresh-
old. The simplified acquisition thresh-
old is set by the Federal Acquisition

2 CFRCh. II (1-1-15 Edition)

Regulation at 48 OFR Subpart 2.1 (Defi-
nitions) a.nd in a.ocordanoe with 41
U.S.C. 1908.As of .the publ1cation of
this part, the simplified acquisition
threshold is $150,000.but this threshold
is periodically adjusted for infla.tion.
(Also see def'mition of §200.67Micro-
purohaae.)

§200.89 Special purpose equipDlent.
Special purpo8e equipment means

equipment which is used only for re-
search, medical, scientific, or other
technical activities. Examples of spe-
cial 1)\ll1)oseequipment 1nclude micro-
soopee, x-ray machines, eurg1oa11nstru-
ments, and spectrometers. See also
§§200.33Equipment and 200.48 General
purpose equipment.

§200.80 State.
State means any state of the United

States, the District of Columbia, the
Commonwealth of Puerto Rico, U.S.
Virgin Islands, Guam, American
Samoa. the Commonwealth of the
Northern Mariana Islands. and any
agency or instrumentaUty thereof ex-
clusive of local governments.
['18 FR 78608. Dec. 26. :.113. as amendedat 7ll
FR 75880.Dec. 19, 2(14)

§200.91 Student Fb1ancial Aid (SFA).
SFA means Federa.l awards under

those progra.ms of general student as-
sistance, such as those authorized by
Title IV of the Higher Education Act of
1lHl5. as amended. (20U.S.C. 1070--1099d),
which are adm1n1Bteredby the U.S. De-
partment of Education. and similar
programs provided by other Federal
agenoies. It dOBSnot include Federal
awards under programs that provide
fellowships or similar Federal awards
to studente on a competitive basis, or
for specified studies or research.

.200.92 Subaward.
SUbaward means an award provided

by a pass-throull'h entity to a Bub-
reciptent for the subreoipient to carry
out part of a Federal award received by
the pass-through entity. It does not in-
clude payments to a contractor or pay-
ments to an individual that is a bene-
nciary of a Federal program. A
subaward may be provided through any
form of legal agreement. including an
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agreement that the pass-through enti-
ty considers a contract.

§200.98 Subrecipient.
Subrecipient means a non-Federal en-

tIty that receives a subaward from a
pa.88-through entity to carry out part
of & Federal program; but does not in-
clude an individual that is a bene-
nctary of such program. A subrecipient
may also be a recipient of other Fed-
eral awards directly from a Federal
awarding agency.

§200.94 Supplies.
Supplles means all tangible personal

property other than those described in
§200.33 Equipment. A computing device
is a supply if the acquisition cost is
lese than the lesser oC the capitaliza-
tion level established by the non-Fed-
eral entity Cor financial statement pur-
poses or $5,000, regardless of the length
of its usefUll1fe. See also §§200.20 Com-
puting devices and 200.33 Equipment.

§200.95 Termination.
Tennination means the ending of a

Federal award, in whole or in part at
any time prior to the planned end of
period oC performance.

§200.98 Third-party in·kind contribu·
tioDll.

ThiTd-paTty in-kind contributions
means the value of non-cash contribu-
tions (1.e., property or services) that-
(a) Benefit a federally assisted

project or program; and
(b) Are contributed by non-Federal

third parties, without charge, to a non-
Federal entity under a Federal award.

§ 200.97 Unliquidated obligations.
Unliquidated obligations means, for fi-

nancial reports prepared on a cash
basis, obligations incurred by the non-
Federal entity that have not been paid
(l1quidated). For reports prepared on an
accrual expenditure basis, these are ob-
llgatlons incurred by the non-Federal
entity for which an expenditure has
not been recorded.

§200.98 Unobligated balance.
Unobligated balance means the

amount of funds under a Federal award
that the non-Federal entity has not ob-
ligated. The amount is computed by

5200.100

subtracting the cumulative amount of
the non-Federal entity's unliquidated
obligatiOns and expenditures of funds
under the Federal award Crom the cu-
mulative amount of the funds that the
Federal awarding agency or pass-
through ent1ty authorized the non-Fed-
eral entity to obligate.

§200.99 Voluntary committed cost
Iharln,.

VoluntaTli committed can shaTing
means cost sharing specifically pledged
on a voluntary basis in the proposal's
budget or t..be Federal award on the
pr.rt of the non-Federal entity and that
becomes a binding requirement of Fed-
eral award.

Subpart B-General Provisions

§200.100 Purpose.
(a)(l) This part estabUshes uniform

administrat1ve requirements, cost
principles, and audit requirements for
Federal awards to non-Federal entities,
as described in 1200.101 Applicability.
Federal awarding agencies must not
impose additional or inconsistent re-
quirements, exoept a.s provided in
§§200.102 Exceptions and 200.210 Infor-
mation contained in a Federal award,
or unless specificaJly required by Fed-
eral statute, regulation, or Executive
Order.
(2) This part provides the basis for a

systema.tic and periodic oollection and
uniCorm submission by Federal agen-
cies of information on all Federal fi-
nancial assistance programs to the Of-
fice oC Management and Budget (OMB).
It a.lso establlshes Federa.l policies re-
lated to the del1very of thill informa-
tion to the public, including through
the use of electronic media. It pre-
scribes the manner in which General
Services Administration (GSA), OMB,
and Federal a.gencies that administer
Federal financial aasistance programs
are to carry out their statutory respon-
sibilities under the Federal Program
Information Act (31 U.S.C. 6101-61(6).
(b) Artministrative requirements. Sub-

parts B through D of this part set forth
the uniform administrative require-
ments for grant and cooperative agree-
ments, including the requirements for
Federal awarding agency management
of Federal grant programs before the
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§200.101

Federal award has been made. and the
requirements Federal awarding agen-
cies may Impose on non-Federal enti-
ties in the Federal award.
(c) coet P!1nciples. Subpart E-Cost

Principles of this part establishes prin-
ciples for detennlnlng the allowable
costs incurred by non-Federal entit1es
under Federal awards. The principles
are for the purpose of cost determina-
tion and are not intended to ident1fy
the circumstances or dictate the extent
of Federal Government participation in
the financing of a particular program
or prcject. The prinolples are designed
to provide that Federal awards bear
their fair share of cost recognized
under these principles except where re-
stricted or prohibited by statute.
(d) Single Audit Requirements and

Audit Follow-up. Subpart F-Audit Re-
quirements of this part Is issued pursu-
ant to the Single Audit Act Amend-
ments of 1996. (51 U.S.C. 7501-7507). It
sets forth standards for obtaining con-
sistency and unlfonnity among Federal
agencies for the audit of non-Federal
entities expending Federal awards.
These provisions 0.160 provide the poli-
cies and procedures for Federal award-
ing agencies and pass-through entities
when usiJ;lgthe results of these a.udlts.
(e) For OMB guidance to Federal

awarding agencies on Challenges and
PrIzes, please see M-1D-ll Guidance on
the Use of Challenges and Prizes to

2 CFR Ch. II (1-1-15 Edition)

Promote Open Government, issued
March 8, 2010, or Its successor.

§200.101 Applicability.
(a) General applicability to Federal

agencies. The requirements established
in this part apply to Federal agencies
that make Federal awards to non-Fed-
eral entities. These requirements are
applicable to all costs related to Fed-
eral awards.
(b)(l) Applicability to different types of

Federal awards. The following table de-
scribes what portions of this part apply
to which types of Federal awards. The
tenns and conditions of Federal awards
(including this part) flow down to sub-
awards to subreolplents unless a par-
ticular section of this part or the terms
and conditions of the Federal award
specifically indicate otherwise. This
means that non-Federal entities must
comply with requirements in this part
regardless of whether the non-Federal
entity is a recipient or subreciplent of
a Federal award. Pase-through entities
must comply with the requirements de-
60ribed in Subpart D-Post Federal
Award Requirements of this part.
§§200.5SO Subrecipient and contractor
detenninations through 200.582 Fixed
amount Subawards. but not any re-
quirements in thls part directed to-
wards Federal awarding agencies un-
less the requirements of this part or
the terms and conditions of the Federal
award Indicate otherwise.
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(2) Federal award of cost-reimbursement
contract under the FAR to a non-Federal
entity. When a non-Federal entity 1s
awarded a cost-reimbursement con-
tract, only Subpart D-Post Federal
Awa.rd Requirements of this part,
§§200.330Subrecipient and contractor
determinations through 200.332Fixed
amount Subawards (in addition to any
FAR related requirements for
subawa.rd monitor1ng), Subpart E-
Cost Pi-inciples of th1s part and Sub-
part F-Audit Requirements of this

part are incorporated by reference in to
the contract. However, when the Cost
Accounting Standa.rds (CAS) are appli-
cable to the contract. they take preoe-
dence over the requirements of thi6
part except for Subpart F-Audit Re·
quirements of this part when they are
in conflict. In addition. costs that are
made unallowable under 10 U.S.C.
2824(e)and 41U.S.C.4304(a)as described
in the FAR aubparf 31.2 and subpart.
31.603are always unallowable. For reo
quirements other than those covered in
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Subpart D-Post Federal Award Re-
quirements of thie part. §§200.S30Sub-
recipient and contractor determina-
tions through 200.832Fixed amount
Subawards. Subpart E-Cost Prtnctples
of this part and Subpart F-Audit Re-
quirements of thill part, the terms of
the contract and the FAR apply.
(3)With the exception of Subpart F-

Audit Requirements of this part. whIch
is required by the Single Audit Act. in
any circumstances where the provi-
sions of Federal statutes or regulat10ns
differ from the provisions of this part.
the provision of the Federal statutes or
regulations govern. This includes. for
agreements with Indian tribes. the pro-
vtstons of the India.n Self-Determina-
tion and Education and Assistance Act
(lSDEAA). as amended. 25 U.S.C 450-
458ddd-2.
(c) Federal awarding agencies may

apply subparts A through E of thiIl part
to for-profit ent1t1es. foreign public en-
titles. or foreign orga.n1za.tions,except
where the Federal awarding agency de-
termines that the appl1catlon of tneee
subparts would be inconsistent with
the international obligations of the
United states or the statutes or regu-
lations of a foreign government.
(d) Except for §200.202Requirement

to provide public notice of Federal fi-
nancial a.88istance programs and
§§200.830Subrecipient and contractor
determinations through 200.332Fixed
amount Subawards of Subpart D-Post
Federal Award Requirements of this
part. the requirements in Subpart ~
Pre-Federal Award Requirements and
Contents of Federal Awards. Subpart
D-Post Federal Award Requirements
of this part. and Subpart E-Cost Prin-
ciples of this part do not apply to the
following programs:
(1) The block grant awards author-

1zedby the Omnibus Budget Reconc1U-
ation Act of 1981(including Community
Services, except to the extent that the
cost and accounting standards of OMB
apply to subrecipients of Community
Services Block Grant funds pursuant to
42U.S.C. 9916(a)(I)(B);
(2) Federal awards to local education

agencies under 20 U.S.C. 7702-7708b,
(portions of the Impact Aid program);
(8) Payments under the Department

of Veterans Affain;' State Home Per
Diem Program (38U.S.C. 1741);and

2 CFR Ch. II (1-1-15 Ecrrllon)

(4) Federal awards authorized under
the Child Care and Development Block
Grant Act of 1990. as amended:
(i) Child Care and Development Block

Grant (42U.S.C. 9868)
(11)Child Care Mandatory and Matcb-

ing Funds of the Child Care and Devel-
opment Fund (42U.S.C. 9858)
(e) Except for §2OO.202Requirement

to provide public notice of Federal fi-
nancial assistance programs the guid-
ance in Subpart C-Pre-Federe.l Award
Requirements and Contents of Federal
Awards of this part does not apply to
the following programs:

(1) Entitlement Federal awards to
carry out the following programs of the
Social Security Act:

(1) Temporary Assistance to Needy
Families (title IV-A of the Social Secu-
rity Act, 42U.S.C. 601-919);
(11)Child Support Enforcement and

Establishment of Paternity (title JV-D
of the Social Secw1ty Act, 42 U.S.C.
651-969b);
(111)Foster Care and Adoption Assist-

ance (title JV-E of the Act. 42 U.S.C.
67(}..679c);
(Iv) Aid to the Aged. Blind. and Dis-

abled (titles I. X, XIV. and XVl-AABD
of the Act. as amended);
(v) Medical Aasistance (Medicaid)

(title XIX of the Act. 42 U.S.C. 1396-
1396w~) not including the State Med-
i08.id Fraud Control program author-
ized by section 1903(aX6)(B)of the So-
cial Security Act (42 U.S.C.
1S96b(a)(6)(B»;and
(vi) Children's Health Insurance Pro-

gram (title XXI of the Act, 42 U.S.C.
1397aa-1397mm).
(2) A Federal award for an experi-

mental. pilot. or demonstration project
that. is also supported by a Federal
award listed in paragraph (e)(I) of this
section;
(3) Federal awards under subsection

412(e)of the Immigration and Nation-
ality Act and subseotion 501(80)of the
Refugee Education Assistance Act of
1960(Pub. L. 96-422.94 Stat. 1809).for
cash assistance. medical assistance,
and Bupplemental security income ben-
efits to refugees and entrants and the
adm1n1strative costs of providing the
assistanoe and benefits (8 U.S.C.
1522(e»;
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(4) Entitlement awards under the fol-
lowing programs of The National
School Lunch Act:
(i) National School Lunch Program

(section 4 of the Act, 42 U.S.C. 1753),
(ii) Commodity AB8istance (section 6

of the Act. 42 U.S.C. 1755).
(iii) Special Meal AesiBtance (section

11 of the Act, 42 U.S.C. 1759a),
(tv) Summer Food Service Program

for Children (section 13 of the Act. 42
U.S.C. 1761).and

(v) Child and Adult Care Food Pro-
gram (section 17 of the Act. 42 U.S.C.
1766).
(5) Entitiement awards under the fol-

lowing programs of The Child Nutri-
tion Act of 1966:

(t) Special Milk Program (section 3 of
the Act, 42 U.S.C. 1772),
(ii) School Breakfast Program (sec-

tion 4 of the Act, 42 U.S.C. 1773).and
(iii) State Administrative Expenses

(section 7 of the Act, 42U.S.C. section
1776).
(6) Entitlement awards for State Ad-

ministrative Expenses under The Food
and Nutrition Act of 2008(section 16of
the Act, 7U.S.C. 2025).
(7) Non-discretionary Federal awards

under the following non-entitlement
programs:
(i) Special Supplemental Nutrition

Program for Women, Infants and Chil-
dren (section 17 of the Child Nutrition
Act of 1966)42 U.S.C. section 1786;
(11)The Emergency Food Assistance

Programs (Emergency Food ABS1etance
Act of 1983)7 U.S.C. sectlon 7501note;
and
(iii) Commodity Supplemental Food

Program (section 5 of the Agriculture
and Consumer Protection Act of 1978)7
U.S.C. section 612cnote.
[78 FR 18608, Dec.26, 2013, es amendedat 79
FR 15880,Dec.19, 2014)

§200.102 Es:ceptiODB.

(a) With the exception of Subpart F-
Audit Requirements of this part, OMB
may allow exceptions for classes of
Federal awards or non-Federal entities
subject to the requirements of this part
when exoeptions are not prohibited by
statute. However, in the interest of
maximum unifonnity, exceptions from
the requirements of this part will be
pennitted only in unusual cir-
cumstances. ExceptiOns for c)asses of

§200.103

Federal awards or non-Federal entities
will be published on the OMBWeb site
at www.whitehouse.govlomb.
(b) Exceptions on a cese-bv-caee basis

for individual non-Federal entities may
be authorized by the Federal awarding
agency or cognizant agency for indirect
costs. except where otherwise required
by law or where OMBor other approval
is expressly required by this part.
(c) The Federal awarding agency may

apply more restrictive requirements to
a class of Federal awards or non-Fed-
eral entities when approved by OMB,or
when. required by Federal statutes or
regulations, except for the require-
ments in Subpart F-Audit Require-
ments of this part. A Federal awarding
agency may apply less restrictive re-
quirements when making fixed amount
awards as defined in Subpart A-Acro-
nyms and Definitions of this part, ex-
cept for those requirements imposed by
statute or in Subpart F-Audit Re-
quirements of this part.
(d) On a case-by-ca.se basis, OMBwill

approve new strategies for Federal
awards when proposed by the Federal
awarding agency in accordance with
OMBguidance (such as M-13-17)to de-
velop additional evidence relevant to
addreBBingimportant policy challenges
or to promote oost-effectiveness in and
across Federal programs. Proposals
may draw on the innovative program
designs dtacuesed in M-13-17to expand
or improve the use of effective prac-
tices in delivering Federal financial as-
sistance while also encouraging inno-
vation in service delivery. Proposals
submitted to OMB in accordance with
M-I3-17may include requests to waive
requ1rements other than those in Bub-
part F-Audit Requirements of this
part.
[78 FR 78608, Dec. 26. 2013. I.B &mended at 79
FR '16881,Dec.19. 2014]

§200.103 Authorities.
This part Is issued under the fol-

lowing authorities.
(a) Subpart B-General Provisions of

this part through Subpart D-Post Fed-
eral Award Requirements of this part
are authorized under 31U.S.C. 503 (the
Chief Financial Officers Act, Functions
of the Deputy Director for Manage-
ment). 81 U.S.C. 1111 (Improving Econ-
omy and Efficiency of the United
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§2OO.104

States Government), 41U.S.C. 1101-1131
(the Office of Federal Procurement
Policy Act), Reorganization Plan No.2
of 1970, and Executive Order 11541
("Prescr1bing the Duties of the Office
of Management and Budget and the Do-
mestic Pollcy Councll1n the Executive
Office of the President"), the Single
Audit Act Amendments of 1996, (31
U.S.C.7601-7507),as well as The Federal
Program Information Act (Public Law
95-2?nand Public La.w96-169,as amend-
ed, codified at 31U.S.C. 610Hll06).
(b) Subpart E-Cost Principles of this

part is authorized under the Budget
and Accounting Act of 1921,as amend-
ed; the Budget and Accounting Proce-
dures Act of 1950,as amended (31U.S.C.
1101-1125);the Chief Financial Officers
Act of 1990 (31 U.S.C. 503-(04);Reorga-
nization Plan No.2 of 1970;and Execu-
tive Order No. 11541,"Prescr1bing the
Duties of the Office of Management
a.nd Budget and the Domestic Policy
Council in the Executive Office of the
President. "

(e) Subpart F-Audit Requirements
of this part is authorized under the
Single Audit Act Amendments of 1996,
(31U.S.C. 7601-7507).

• JOO.I04 Supene88ion.
As described in 1200.110Effective/ap-

plicability date, this part supersedes
the following OMBguidance documents
and regula.tions under Title 2 of the
Codeof Federal Regula.tlons:

(a) A-21, "Cost Principles for Edu-
cational Institutions" (2 CFR part 220);
(b) A-lfl, "Cost Principles for State,

Local and Indian Triba.l Governments"
(2CFR part 225)and also FEDERALREG-
ISTER notice 51FR 552(January 6, 1986);
(c) A--$, "Federal Domestic ABBist-

ance Program Information";
(d) A-I02, "Grant Awards and Cooper-

ative Agreements with State and Local
Governments";
(e) A-llO, "Uniform Administrative

Requirements for Awards and Other
Agreements with Institutions of Higher
Education, Hospitals, and Other Non-
profit Organizations" (codified at 2
CFR215);
(f) A-l22, "Cost Principles for Non-

Profit Organizations" (2 CFR part 230);
(g) A-133, "Audits of States, Local

Govel1lments and Non-Prc;>fitOrganiza-
tions"; and

2 CFR Ch. II (1-1-15 Edmon)

(h) Those sections of A-50 related to
audits performed under Subpart F-
Audit Requirements of this part.
['18FR 7B606.Dec. 26, 2013,&.II a.mended at 79
FR 75882,Dec. 19,2014]

§200.105 Effect ODother Uauances.

For Federal awards Bubject to this
part, all s.dmln1strative requirements,
program manuals. handbooks and other
non-regulatory materials that are in-
consistent with the requirements of
this part must be superseded upon im-
plementation of this part by the Fed-
eral agency, except to the extent they
are required by statute or author1zed
in accordance with the provisions in
§200.102Exceptions.

1200.106 Agency implementation.

The spec1f'1crequirements and re-
sponsib1l1ties of Federal agencies and
non-Federal entities are !lilt forth in
this part. Federal agencies making
Federa.l a.wards to non-Federal entities
must implement the language in the
Subpart C-Pre-Federal Award Re-
quirements and Contents of Federal
Awards of this part through Subpart
F-Audit Requirements of this part in
codified regulataons unless different
provisions are required by Federal stli!-t-
ute or are approved by OMB.

§200.107 OMBrespoDSibllities.
OMBwill review Federal agency reg-

ulations and Implementation of this
part, and will provide interpretations
of polioy requirements and assistance
to ensure effective and efficient imple-
mentation. Any exceptions w1ll be sub-
ject to approval by OMB. Exceptions
will only be ma.de in particular cases
where adequate justification is pre-
sented.

1200.108 Inquiries.
Inquiries concerning this part may be

directed to the Office of Federal Finan-
cial Management Office of Manage-
ment and Budget, in Washington, DC.
Non-Federal entities' inquiries should
be addressed to the Federal awarding
agency, cognizant agency for indirect
costs, cognizant or overBight agency
for audit, or pass-through entity as ap-
propriate.
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OMB Guidance

§200.109 Review date.

OMB will review this part at least
every five years after December 26,
2013.

§JIOO.110Effective/applicability date.
(a) The standards set forth in this

part which llifect admin1stration of
Federal awards tssued by Federal
awa.rding agenCies become effective
once Implemented by Federal awarding
agencies or when any future amend-
ment to this part becomes final. Fed-
eral awa.rdlng agencies must imple-
ment the poliCies and procedures appli-
cable to Federal awards by promul-
gating a regulation to be effective by
December 26, 2014 unless different pro-
visions are required by statute or ap-
proved by OMB. For the procurement
standards In §§2OO.317-2OO.326,non-Fed-
eral entities may continue to comply
with the procurement standards in pre-
vious OMB guidance (superseded by
tb1s part as described in §2OO.104)for
one additional fiscal year after this
part goes into effect. If a non-Federal
entity chooses to use the previous pro-
curement standards for an additional
fiscal year before adopting the procure-
ment standa.rds in this part, the non-
Federal entity must document this de-
cision in their Internal procurement
policies.
(b) The standards set forth In Sub-

part F-Audit Requirements of this
part and any other standards whioh
apply directly to Federal agenCies will
be effective Deoember 26, 2013 and will
apply to audi ts 01 fiscal years begin-
ning on or after December 26.2014.
[78 FR 78608. Dec. 26. 2013. &ll amended at 79
FR 75882,Dec. 19. 2014]

§ 200.111 English language.
(a) All Federal financial assistance

announcements and Federal award in-
formation must be in the English lan-
guage. Applications must be submitted
in the English language and must be in
the terms of U.S. dollars. If the Federal
awarding agency receives applications
in another currency, the Federal
awarding agency will evaluate the ap-
pl1catlon by converting the foreign cur-
rency to United States currency using
the date speolfied for receipt of the ap-
plication.

§200.200

(b) Non-Federal entities may trans-
late the Federal award and other docu-
ments into another language. In the
event of inconsistency between any
terms and conditions of the Federal
award and any translation into another
language, the English language mean-
ing wlll control. Where a. slgn1ficant
portion of the non-Federal entity's em-
ployees who are working on the Fed-
eral award are not fluent in Engllsh,
the non-Federal entity must provide
the Federal awa.rd in Engllsh and the
language(s) with which employees are
more familiar.

§200.112 CoDf1ict of mtered.

The Federal awarding agency must
establish conflict of interest poltctes
for Federal awarda. The non-Federal
entity must disclose in writing any po-
tential conflict of interest to the Fed-
eral awarding a.gency or pass-through
entity in accordance with applicable
Federal awarding agency policy.

1100.113 Mandatory diacl_.
The non-Federal entity or applicant

for a Federal award must disclose, in a
timely manner, in writing to the Fed-
eral awarding agency or pass-through
entity all violations of Federal crimi-
nal law involving fraud, bribery, or
gratuity violations potentially affect-
ing the Federal award. Failure to make
required disclosures can result in any
of the remedies described In §200.338
Remedies for noncompliance, including
suspension or debarment. (See also 2
CFR part 180and 31U.S.C. 8321).

Subpart C-Pre-Federal Award
Requirements and Contents of
Federal Awards

§200.200 Purpose.

(a) Sections 200.201 Use of grant
a.greements (including fixed a.mount
a.wards), cooperative agreements, and
contracts through 200.208Certifications
and representations prescribe instruc-
tions and other pre-award matters to
be used in the announcement and appli-
cation process.
(b) Use of §§200.203Notices of funding

opportunities, 200.204 Federal a.warding
agency review of merit of proposals,
200.205Federal awarding agency review
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§200.201

of risk posed by applieants, and 200.207
Specific condit1ons, is required only for
competitive Federal awards, but ma.y
also be used by the Federal awarding
agency for non-competit1ve awards
where appropriate or where required by
Federal statute.
['18FR 78608.Dec. 26. 2013, as amended at 79
FR 76882,Dec. 19. 2014]

§200.201 UlHl of grant agreemenu (in·
cludJDg fixed amount awarda), eo-
operative agreements, and con·
tracts.

(a) Tne F'ederal awarding agency or
pass-through entity must decide on the
appropriate instrument for the Federal
award (i.e .• grant agreement. coopera-
tive agreement. or contract) in accord-
ance with the Federal Grant and Coop-
erative Agreement Act (Sl U.S.C. 6301-
08).
(b) Fixed Amount Awards. In addi-

tion to the options described in para-
graph (a) of this section. Federal
awarding agencies, or pa.ss-through en-
tities a.s permitted in §200.332 Fixed
amount suba.wards, may use fixed
amount awards (see 1200.45 Fixed
amount awards) to which the following
conditions apply:
(1) The Federal award amount is ne-

gotiated using the cost principles (or
other pricing information) e.s a guide.
The Federal awarding agency or paae-
through entity may use fixed amount
awards if the project scope is specifiC
and if adequate cost, historical, or unit
pricing data is available to establish a
fixed amount award based on a reason-
a.ble estimate of actual cost. Payments
are based on meeting specific require-
ments of the Federal award. Account-
ability is based on performance and re-
sults. Except in the case of termination
before completion of the Federal
award, there 1sno governmental review
of the actual costs incurred by the non-
Federal entity in performance of the
award. Some of the ways in whioh the
Federal award may be paid 1nclude. but
are not l1mited to:
(1) In several partial payments. the

amount of each agreed upon in ad-
vance, and the "milestone" or event
triggering the payment also agreed
upon in advance, and set forth in the
Federal award;

2 CFR Ch. H (1-1-15 EdtHon)

(11)On a unit price basis, for a de-
fined unit or units, a.t a defined price or
prices, agreed to in advance of perform-
ance of the Federal award and set forth
in the Federal award; or,
(iii) In one payment at Federal award

completion.
(2) A fixed amount award cannot be

used in programs which require manda-
tory cost sharing or match.
(3) The non-Federal entity must cer-

tify in writing to the Federal awarding
agency or pass-through entity at the
end of the Federal award that the
project or activ1ty was completed or
the level of effort was expended. If the
required level of activity or effort was
not carried out. the amount of the Fed-
eral award must be adjusted.
(4) Periodic reports may be estab-

lishsd for each Federal a.ward.
(5) Changes in principal investigator,

project leader. project partner, or scope
of effort must receive the prior written
approval of the Federal awarding agen-
cy or pus·through entity.
[78 FR 78608,Dec. 26, 2013. as amended at 79
FR 76882.Dec. 19. 2014)

§200.202 Requirement to provide pub-
lic notice of Federal financial as·
sistance programs.

(a) The Federal awardin6" agency
must notify the public or Federal pro-
grams in the Catalog of Federal Do-
mestic Assistance (CFDA), maintained
by the General Serv1ces Administra-
tion (GSA):
(1) The CFDA, or any OMB-des-

19nated replacement. is the single, au-
thoritative, governmentwide com-
prehensive source of Federal financial
assistance program information pro-
duced by the executive branch of the
Federal Government.
(2) The infonnation that the Federal

awarding agenoy must submit to GSA
for approva.l by OMB is listed in para-
graph (b) of this section. GSA must
prescribe the format for the submis-
sion.
(S) The Federal awarding agency may

not award Federal financia.l assistance
without asstgnfng' it to a program that
has been included in the CFDA as re-
quired in this section unlees there are
exigent ciroumstances requiring other-
wise, such as timing requirements im-
posed by statute.
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OMB Guidance

(b) For each program that awards
discretionary Federal awardfl, non-dis-
cretionary Federal awards, loans, in-
surance, or any other type of Federal
financia.l assistance, the Federal
awarding agency must submit the fol-
lOwinginformation to GSA:

(1) Program Description, Purpose.
Goals and Measurement. A brief sum-
mary of the statutory or regulatory re-
quirements of the program and its in-
tended outcome. Where appropriate,
the Program DeSCription, Purpose,
Goals, and Measurement should align
with the strategic goals and objectives
within the Federal awarding agency's
performance plan and should support
the Federal awarding agency's per-
formance measurement, management,
and reporting as required by Part 6 of
OMBCircular A-ll;
(2) Identification of whether the pro-

gram makes Federal awards on a dis-
cretionary basis or the Federal awards
are prescribed by Federal statute, such
as in the case of formula grants.
(3) Projected total amount of funds

available for the program. Estimates
based on previous year funding are ac-
ceptable if current appropriations are
not aVailable at the time of the sub-
mission;
(4) Anticipated Source of Available

Funds: The statutory authority for
funding the program and, to the extent
possible, agency, sub-agenoy, or, if
known, the specif10program unit that
will issue the Federal awards. and asso-
ciated funding identifier (e.g., Treasury
Account Symbol(s));
(5) General Eligibility Requirements:

The statutory, regulatory or other e11-
gibility factora or considerations that
determine the applicant's qua.lification
for Federal awards under the program
(e.g., type of non-Federal entity); and

(6) Applicabillty of Single Audit Re-
quirements as required by Subpart F-
Audit Requirements of this part.

1200.J08 Noticee of fundiDg opportuni-
ties.

For competitive grants and coopera-
tive agreements, the Federal awarding
agency must announce speoific funding
opportunities by prOviding the fol-
lowing information in a public notice:

(a) Summary In/ormation in Notices of
Funding Opportunities. The Federal

§200.203

awarding agency must display the fol-
lowing information posted on the OMB-
designated governmentwide Web site
for finding and applying for Federal fi-
nancial assistance. in a location pre-
ceding the full text of the announce-
ment:

(1) Federal Awarding Agency Name:
(2) Funding Opportunity Title;
(3) Announoement Type (whether the

funding opportnnlty is the initial an-
nouncement of' this· funding oppor-
tunity or a mod1fication of Ii. pre-
viously announced opportunity);
(4) Funding Opportunity Number (re-

quired, if applicable). If the Federal
awarding agency has assigned or will
assign a number to the funding oppor-
tunity announoement, this number
must be provided;
(5) Catalog of Federa.l Financial As-

sistance (CFDA)Number(s);
(6) Key Dates. Key dates inolude due

dates for applications or Executive
Order 12872submissions, as well as for
any lette1'8 of intent or pre-applica-
tions. For any announcement issued
before a program's applioation mate-
ria.ls are available, key dates also in-
clude the date on whioh those mate-
rials will be released; and any other ad-
ditional information, as deemed appli-
cable by the relevant Federal awarding
agency.

(b) The Federal awarding agency
must generally make all funding op-
portunities avalla.ble for application
for at least 60 calendar days. The Fed-
eral B.wardingagency may make a de-
termination to have a less than 60 cal-
endar day avalla.bU1ty period but no
funding opportunity should be avail-
able for less than 80 oalendar days un-
less exigent circumstances require as
determined by the Federal awarding
agency head or delegate.

(c) Full Text of Funding Opportunities.
The Federal awarding agency must in-
clude the following information in the
full text of each funding opportunity.
For Ilpecifio instructions on the con-
tent required in this section. refer to
Appendix I to Part 200--Full Text of
Notice of Funding Ollportunlty to this
part.
(1) Full programmatic description of

the funding opportunity.
(2) Federal award information, in-

cluding sufficient information to help
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§200.204

an applicant make an informed deci-
sion about whether to submit an appli-
cation. (See also §2OO.414Indirect
(F&A) costs, pa.ragraph (c)(4».
(3) Specific eligibility information,

including any factors or priorities that
affect an applicant's or its applica-
tion's eligibility for selection.
(4) Application Preparation and Sub-

miesion Information, including the ap-
plicable submtsaton dates and time.

(5) Application Review Information
including the criteria and process to be
used to evaluate applications. See also
§§200.204Federal awarding agency re-
view of merit proposals and 200.205Fed-
eral awarding agency review of risk
posed by applicants. See also 2 CFR
part 27 (forthcoming a.t time of publi-
cation).
(6) Federal Award Administration in-

formation. See also §200.210Informa-
tion contained in a Federal award.
['78 FR 78608.Dec. 26. 2013. as &mended at 79
FR 75882. Dec. 19. 2014]

§200.204 Federal awarding agency re-
view of merit of proposals.

For competitive grants or coopera-
tive agreements, unlees prohibited by
Federal statute. the Federal awarding
agency must design and execute a
merit review process for applications.
This process must be described or in-
corporated by reference in the applica-
ble funding opportunity (see Appendix I
to this part. Full text of the Funding
Opportunity.) See also §200.203Notices
of funding opportunities.

§2OO.J05 Federal awarding agency reo
view of risk poeed by applicants.

(a) Prior to making a Federal award,
the Federal awarding agency 1s re-
quired by 31 U.S.C. 332l and 41 U.S.C.
2313note to review information avail-
able through any OMB-des1gnated re-
positories of governmentwide eligi-
b1l1ty qualWcat10n or nnancial integ-
rity information. such as SAM Exclu-
sions and "Do Not Pay". See also sus-
pension and debarment requirements
at 2 CFR pa.rt 180as well as individual
FederaJ agency suspension and debar-
ment regulations in title 2 of the Code
of Federal Regulations.
(b) In a.ddition. for competitive

grants or cooperative agreements. the
FederaJ awarding agency must have in

2 CFRCh. II (1-1-15 Edltlon)

place a framework for evaluating the
risks posed by applicants before they
receive Federal awards. This evalua-
tion may incorporate results of the
evaluation of tbe applicant's el:lg1b1l1ty
or the quality of its application. If the
Federal awarding agency determines
that a.Federal award will be made, spe-
cial conditions that correspond to the
degree of risk aesessed may be appl1ed
to the Federal a.ward. CrIteria to be
evaluated must be described in the an-
nounoement of funding opportunity de-
scribed in §200.203Notices of funding
opportunities.
(c) In evaluating risks posed by appli-

cants, the Federal awa.rd1ng agency
may use a risk-based approach and
may consider any items such as the fol-
lowing: .

(1) Financial stab1l1ty;
(2) Quality of management systems

and ability to meet the management
sta.Ddards prescribed in this part;
(3)History of performance. The appli-

cant's record in managing Federal
awards, if it Is a prior recipient of Fed-
eral a.wards, inoluding timeliness of
compliance with applicable reporting
requirements, conformance to the
terms and conditions of previous Fed-
eral awards, and if applicable, the ex-
tent to which any previously awarded
amounts will be expended prior to fu-
ture awards;
(4) Reports and findings from audits

performed under Subpart F-Audit Re-
quirements or this part or the reports
and findings of any other a.vailable au-
dits; and
(5) The a.pplicant's abil1ty to effec-

tively implement statutory, regu-
latory, or other requirements imposed
on non-Federal entities.
(d) In addition to this review. the

Federal awarding a.gency must comply
with tbe guidelines on governmentwide
suspension and debarment in 2 CFR
part 180,and must require non-Federal
entities to comply with these provi-
sions. These provisions restrict Federal
awards. subawards and contracts with
certain parties that are debarred. sus-
pended or otherwise excluded from or
inel1gible for participation in Federal
programs or activities.
[78 FR 78608. Dec. 26. 2013. a.s amended ••t 79
FE 75882. Dec. 19. 2014J
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§JOO.206 Standard application reo
quirements.

(a) Paperwork clearances. The Federal
awarding agency may only use applica-
tion information collections approved
by OMB under the Paperwork Reduc-
tion Act of 1995 and OMB's imple-
menting regulations in 6 CFR part 1320,
Controlling Paperwork Burdens on the
Public. Consistent with these require-
ments, OMB will authorize additional
information collections only on a lim-
ited basis.
(b) If applicable, the Federal award-

ing agency m&.yinform applicants and
reotpiente that they do not need to pro-
vide certain information otherwise re-
quired by the relevant information col-
lection.

§200.207 Specificconditio_.
(a) The Federal awarding agency or

pass-through entity may impose addi-
tional specific award conditions as
needed, in a.ccordance with paragraphs
(b) and (c) of this section. under the
following circumstances:
(1) Based on the criteria set forth in

§200.205 Federal awarding agency re-
view of risk posed by appl1cants;
(2) When an applicant or recipient

has a history of failure to comply with
the general or speotnc terms and condi-
tions of a Federal award;
(3) When an applicant or recipient

fails to meet expeoted performance
goals as described 1n §200.210 Informa-
tion contained in a Federal award; or
(4) When an applicant or recipient Is

not otherwise responsible.
(b) These add1tional Federal a.ward

conditions may include items such as
the following:
(1) Requiring payments as raimbursa-

ments rather than advance payments;
(2) Withholding authority to proceed

to the next phase until receipt of ev1-
dence of acceptable performance within
a given period of performance;
(3) Requiring additional, more de-

tailed financial reports;
(4) Requiring additional project mono

itoring;
(5) Requiring the non-Federal entity

to obtain technical or management as-
sistance; or
(6) Establishing additional prior ap-

provals.

1200.210

(c) The Federal awarding agency or
P&SEI-throughentity must notify the
applicant or non-Federal entity as to:
(1) The nature of the additional re-

quirements;
(2) The reason why the additional re-

quirements are being imposed;
(3) The nature of the action needed to

remove the additional requirement, if
applicable;
(4) The time allowed for complet1ng

the actions if applicable, and
(5) The method for requesting recon-

sideration of the additional require-
ments imposed.
(d) Any specific conditions must be

promptly removed once the conditions
that prompted them have been cor-
rected.
[79 FR 75882. Dec. Ill, 2014]

1200.208 Certifications and represen-
tations.

Unless prohibited by Federal statutes
or regulations, each Federal awarding
agency or pass-through entity is au-
thorized to require the non-Federal en-
tity to submit certifications and rep-
resentations required by Federal stat-
utes. or regulations on an annual basis.
Submission may be required more fre-
quently if the non-Federal entity fails
to meet a requirement of a Federal
award.

§200.209 Pre-award C08t&.
For requirements on costs incurred

by the applicant prior to the start date
of the period of performance of the
Federal award, see §200.458 Pre-award
costs.

1200..210 Information contained in a
Federal award.

A Federal award must include the
following information:
(a) General Federal Award Information.

The Federal awarding agency must in-
clude the following general Federal
award lniormation in each Federal
award:
(1) Reoipient name (which must

match the name associated with its
unique entity identlfler as defined at 2
CFR 25.315);
(2) Recipient's unique entity identi-

fier;
(3) Unique Federal Award Identifica-

tion Number (FAIN);
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§200.210

(4) Federal Award Date (see §200.39
Federal award date);
(5) Period of Performance Start and

End Date;
(6) Amount of Federal Funds Obli-

gated by this a.ction;
(7) Total Amount of Federal Funds

Obligated;
(8) Total Amount of the Federal

Award;
(9) Budget Approved by the Federal

Awarding Agency;
(10)Total Approved Cost Sharing or

Matching, where applicable;
(11) Federal award project descrip-

tion, (to comply with statutory re-
quirements re.s.. FFATA»;
(12) Name of Federal awarding agen-

cy and contact information for award-
Ing officlal,
(13)CFDANumber and Name;
(14) Identification of whether the

award is R&D;and
(Ui)Indirect cost rate for the Federal

award (including if the de minlmis rate
is charged per §2OO.414 Indirect (F&A)
costs).
(b) General Terms and Conditiom (1)

Federal awarding agencies must incor-
porate the following general terms and
conditions either in the Federal award
or by reference, as applicable:
(1) Administrative requirements im-

plemented by the Federal awarding
agency as specified in·this part.
(ii) National policy requirements.

These include statutory, executive
order, other PresldentiaJ directive, or
regulatory requirements that apply by
specific reference and are not program-
specinc. See §200.300Statutory and na-
tional poUcy requirements.
(2) The FederaJ award must include

wording to incorporate, by reference,
the applicable set of general terms and
conditions. The reference must be to
the Web site at which the Federal
awa.rdingagency mainta.ins the general
terms and conditions.
(3) If a non-Federal entity requests a

COpyof the full text of the general
terms and conditions, the Federal
awarding agency must provide it.
(4) Wherever the general terms and

condrttons are publicly available, the
Federal awarding agency must main-
tain an archive of previOUSversions of
the general terms and conditions, with

2 CFR Ch. /I (1-1-15 Edtlon)

effective dates, for use by the non-Fed-
eral entity, auditors, or others.
(c) Federal Awarding Agency, Prooram,

or Federal Award Specific Terms and
Conditions. The FederaJ awarding agen-
cy may include with ea.ch Federal
award any terms and conditions nec-
essary to communicate requirements
that are in addition to the require-
ments outlined in the Federal awarding
agency's general terms and conditions.
Whenever practicable, these specifiC
terms and conditions also should be
shared on a public Web site and in no-
tices of funding opportunities (as out-
lined in 1200.203 Notices of fUnding op-
portunities) in addition to being in-
cluded in a Federal award. See also
§200.206Standard appl1cation require-
ments.
(d) Federal Award Performance Goals.

The Federal awarding agency must in-
clude in the Federal award an indica-
tion of the timing and scope or ex-
pected performance by the non-Federal
entity as related to the outcomes in-
tended to be achieved by the program.
In some Instances (e.g., discretionary
·research awards), this may be limited
to the requirement to submit technical
performance reports (to be evaluated in
accordance with Federal awarding
agency polley). Where appropriate, the
Federal award may include specifiC
performance goals, indicators, mile-
stones, or expected outcomes (such as
outputs, or services performed or pub-
11cimpa.cts of any of these) with an ex-
pected timeline for accompUshment.
Reporting requirements must be clear-
ly articulated such that, where appro-
priate, performance during the execu-
tion of the Federal award has a stand-
ard against which non-Federal entity
performance can be measured. The
FederaJ awarding agency may include
program-specific requirements, as a.p-
pl1cable. These requirements should be
aJigned with agency strategic goaJs,
strategic objectives or performance
goals that are relevant to the program.
See also OMB Circular A-ll, Prepara-
tion, Submlesion and Execution of the
Budget Part 6 for definitions of stra-
tegic objectives and performance goals.
(e) Any other information required

by the Federal awarding agency.
[78 FR 7860S,Dec. 26, 2012, as amended at 79
FR 75882,Dee. 19, 2014]
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f JOO.211Public accea to Federal
award iDformatiOD.

(a) In accordance with statutory re-
quirements for Federal spending trans-
parency (e.g.. FFATA), except as noted
in this section, for appl1cable Federal
awards the Federal awarding agency
must announce all Federal awards pub-
licly and publ1sh the required informa-
tion on a publicly available OMB-des-
19nated governmentwide Web stte (at
time of publication,
WlDW. USAspending .got!).
(b) Notb1ng in tb1s sectton may be

construed all requiring the publication
of information otherwise exempt under
the Freedom of Information Act (5
U.S.C 552), or controlled unclassified
information pursuant to Execut1ve
Order 13556.

• 200.212 SUBpeDBiOD and debarment.
Non-federal entities and contractors

are subject to the non-procurement de-
barment and suspension regulattone
implementing Executive Orders 12549
and 12689,2CFR part 180. These regula-
tions restrict awards, subawards, and
contracts with certain parties that are
debarred, suspended, or otherwise ex-
cluded from or ineligible for participa-
tion in Federal assistance programs or
activities.
[79 FR 75883, Dec. 19, 2014]

Subpart D-POif Federal Award
Requirements

STANDARDS FOR FINANCIAL AND
PROORAM MANAGEMENT

§200.300 Statutory and national policy
requirement..

(a) The Federal awarding agency
must manage and administer the Fed-
eral award in a manner so as to ensure
that Federal funding is expended and
associated programs are implemented
in full accordance with U.S. statutory
and public policy requirements: includ-
ing, but not limited to, those pro-
tecting public welfare, the environ-
ment, and prohibiting dtecrfminatton.
The Federal awarding agency must
communicate to the non-Federal enti-
ty all relevant public policy require-
ments, including those in general ap-
propriations provisions, and incor-

§2oo.301

porate them either directly or by ref-
erence in the terms and conditions of
the Federal award.
(b) The non-Federal entity is respon-

sible for complying with all require-
ments of the Federal award. For all
Federa.l awards, this includes the provi-
sions of FFATA, which includes re-
quirements on executive compensation,
and also requirements implementing
the Act for the non-Federal entity a.t 2
CFR part 25 Financial Assistance Use
of Universal Identifier and Oentral
Contractor Registration and 2 CFR
part 170 Reporting Subaward and Exec-
utive Compensation Information. See
also statutory requirements for whis-
tleb10wer protections at 10 U.S.C. 2409,
U U.S.C. 4712,and 10 U.S.C. 2324, 41
U.S.C. 43q4and 4310.

1200.801 PerfOJ'JDllDce measurement.
The Federal awarding agency must

require the reoipient to use OMB-ap-
proved standard information collec-
tions when providing nnancial and per-
formance information. As appropriate
and in accordance with above men-
tioned information collections, the
Federal awarding agency must require
the recipient to relate financial data to
performance accompl1shments of the
Federal award. Also, in accordance
with above mentioned standard infor-
mation collections, and when applica-
ble, rectptents must also provide cost
information to demonstrate cost effec-
tive practIces (e.g., through unit cost
data). The recipient's performance
should be measured in a way that will
help the Federal awarding agency and
other non-Federal entities to improve
program outcomes, share lessons
learned. and spread the adoption of
promising practices. The Federal
awarding agency should provide recipi-
ents with clear performance goals, in-
dicators, and milestones as described in
§~.210 Information contained in a
Federal award. Performance reporting
frequency and content should be estab-
lished to not only allow the Federal
awarding agency to understand the re-
cipient progress but also to facilitate
identifica.tlon of promising practices
among recipients and build the evi-
dence upon which the Federal awarding
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agency's program and performance de-
cisions are made.
[78 FR 78608. Dec. 26, 2018, as amended a.t 79
FR 76883, Dec. 19. 2014]

§200.302 Financial mlUlJlgemeut.
(a) Each state must expend and ac-

count for the Federal award in accord-
ance with state laws and procedures for
expencllilg and accounting for the
state's own funds. In addition, the
state's and the other non-Federal enti-
ty's financial management systems, in-
cluding records dooumenting compu-
&.DCS with Feders.]. statutes, regula-
tions, and the terms and conditions of
the Federal award, must be sufficient
to permit the preparation of reports re-
quired by general and program-speotnc
terms and conditions; and the tracing
of funds to a level of expenditures ade-
quate to establish that such funds have
been used according to the Federal
statutes, regulations, and the terms
and conditions of the Federal award.
See also §2OO.450 Lobbying.

(b) The financial management sys-
tem of each non-Federa.l entity must
provide for the following (see also
§§2OO.333 Retention requirements for
records, 200.334 Requests for transfer of
records, 200.885Methods for collection,
transmission and storage of informa.-
tion, 200.886Access to records, and
200.387Restrictions on public access to
records):
(1) ldentiflcation, in its accounts, of

all Federal awards received a.nd ex-
pended and the Federal programs under
which they were received. Federal pro-
gram and Federal award identification
must include, as applicable, the CFDA
title and number, Federal award tdenti-
nca.tion number and year, name of the
Federal a.gency, and name of the pass-
through entity, if any.

(2) Accura.te, current, a.nd complete
disclosure of the financial results of
each Federal a.ward or program in ac-
cordanoe with the reporting require-
ments set forth in §§200.827Financial
reporting and 200.328Monitoring and
reporting program performance. If a
Federal a.warding agency requires re-
porting on an accrual basis from a re-
Cipient that maintains its records on
other than an accrual basis, the recipi-
ent must not be required to establish
an accrual accounting system. This re-

2 CFR Ch. II (1-1-15 Edition)

cipient ma.y develop accrual data for
its reports on the basis of an analysis
of the documentation on hand. Simi-
la.rly, a. pa.ss-through entity must not
require a subreclpient to establish an
accrual a.ccounting system and must
allow the subrecipient to develop ao-
crual data for its reports on the basis
of an a.na.lysieof the dooumentation on
hand.

(3) Records that identify adequately
the source and application of funds for
federally-funded activities. These
records must contain information per-
taining to Federal a.wards, authcrtsa-
tions, obl1ga.tions, unobligated bal-
ances, assets, expenditures, income and
interest and be supported by source
documentation,

(4) Effective control over, and ao-
countab1Ilty for, all funds, property,
and other assets. The non-Federal enti-
ty must a.dequately safeguard all assets
and aasare that they are used solely for
authorized purposes. See §200.303Inter-
nal controls.

(5) Comparison of expenditures with
budget amounts for ea.ch Federa.l
award.

(6) Written procedures to implement
the requirements of §200.805 Pa.yment.
(1) Written procedures for deter-

mining the allowability of costs in ac-
cordance with Subpart E-Cost Prin-
ciples of this part and the terms and
conditions of the Federal award.

§200.30S lnierDal controls.
The non-Federa.l entity must:
(a) Establish and maintain effective

internal control over the Federal
award that provides reasonable a.ssur-
ance tha.t the non-Federal entity is
managing the Federal a.wa.rdin compli-
ance with Federal statutes, regula-
tions, and the terms and conditions of
the Federal a.ward.These internal con-
trols should be in compliance with
guidance in "Standards for Internal
Control in the Federal Government"
issued by the Comptroller General of
the United States or the "Internal Con-
trol Integrated Framework", issued by
the Committee of Sponsoring Organiza-
tions of the Trea.dway Commission
(COSO).

(b) Comply with Federal statutes,
regulations, and the terms and condi-
tions of the Federal awa.rds.
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(c) Evalu&.te and monitor the non-
Federal entity's compliance with stat-
utes, regulations and the terms and
conditions of Federal awards.

(d) Take prompt action when in-
stances of noncompliance are ident1!ied
including noncomp11anoe identified in
audit findings.

(e) Take reasonable measures to safe-
guard protected personally identifiable
infonnation and other information the
Federal awarding agency or pass-
through entity designates as sensitive
or the non-Federal entity considers
sensitive consistent with !!.ppJicable
Federal, state, local, and tribal laws re-
garding privacy and obligations of con-
fidentiality.
['78 FR 78608, Dec. 26. 2013. lL8 amended at 79
FR 76883, Dec. 19, 2014]

f 200,304 Bonds,

The Federal awarding agency may in-
clude a provision on bonding, insur-
ance, or both in the following cir-
cumstances:

(a) Where the Federal Government
guarantees or insures the repayment of
money borrowed by the recipient, the
Federal awarding agency, at its discre-
tion, may require adequate bonding
and insurance if the bonding and insur-
ance requirements of the non-Federal
entity are not deemed adequate to pro-
teet the interest of the Federal Govern-
ment.

(b) The Federal awacding agency may
require adequate fidelity bond ooverage
where the non-Federal entity laoks sut-
fiCient coverage to protect the Federal
Government's interest.

(c) Where bonds are required in the
situations described above, the bonds
must be obtained from companies hold-
ing certificates of authority as accept-
able sureties, as prescribed in 31 CFR
Part 223, "Surety Companies Doing
Business with the United States."

§ 200.305 Payment.
(a) For states, payments are gov-

erned by Treasury-State CMIA agree-
ments and default procedures codified
at 31 CFR Part 205 "Rules and Prooe-
dures for Ett1cient Federal-State Funds
Transfers" and TFM 4A-2000Overall
Disbursing Rules for All Federal Agen-
cies.

§2OO.305

(b) For non-Federal entities other
than states, payments methods must,
minimize the time elapsing between
the transfer of funds from the United
States Treasury or the pass-through
entity and the disbursement by the
non-Federal entity whether the pay-
ment is made by electronic funds
transfer, or Issuance or redemption of
checks, warrants, or payment by other
means. See also 1200.302 Financial
management paragraph (b)(6). Except
as noted elsewhere in this part, Federal
agenc1es must require recipients to use
only OMB-B.llllrOvedstandil.rd govern-
mentwIde infonnation oollection re-
quests to request payment.
(1) The non-Federal entity must be

paid in advance, provided it maintains
or demonstra.tes the w1llingness to
maintain both written procedures that
minimize the time elapsing between
the transfer of funds and disbursement
by the non-Federal entity, and finan-
cial management systems that meet
the standards for fund control and ac-
countability as established in th1s pa.rt.
Advance payments to a non-Federal en-
tity must be lim1ted to the minimum
amounts needed and be timed to be in
accordance with the actual, 1mmed1ate
cash requirements of the non-Federal
entity in carry1ng out the purpose of
the approved program or project. The
timing and amount of advance pay-
ments must be as olose as is adminis-
tratively feasible to the actual dis-
bursements by the non-Federal entity
for direot program or project costs and
the proportionate share of a.ny allow-
able indirect costs. The non-Federal
entity must make timely payment to
oontraotors in accordanoe with the
contract provtsione.

(2) Whenever possible, advance pay-
ments must be consol1dated to cover
anticipated cash needs for all Federal
awards made by the Federal awarding
agency to the rec1pient.

(1)Advance payment mechanisms in-
clude, but are not limited to, Treasury
check and electronic funds trs.n.sferand
must comply with a.pplicable guidance
In 31CFR pact 208.

(11)Non-Federal entities must be au-
tborized to submit requests for advance
payments and reimbursements at least
monthly when electronic fund transfers
are not used, and as often &fl they like
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when electronio transters are used, in
accordance with the provisions of the
Electronic Fund Transfer Act (15
U.S.C. 1698-1693r).

(3) ReimbUl"llement is the preferred
method when the requirements in para-
graph (b) cannot be met, when the Fed-
eral awarding agency sets a specific
condition per 1200.207 Specific condi-
tions, or when the non-Federal entity
requests payment by reimbUl"llement.
Thie method may be used on any Fed-
eral award for construction, or if the
major portion of the construction
project is acoompl18hed through pri-
vate market financing or Federal
loans, and the Federal award con-
stitutes a minor portion of the project.
When the retmbursement method is
used. the Federal awarding agenoy or
pass-through entity must make pay-
ment within 30 calendar days after re-
ceipt of the billing, unless the Federal
awarding agency or pass-through enti-
ty reasonably believes the request to
be improper.

(4) If the non-Federal entity cannot
meet the criteria for advance payments
and the Federal awarding agency or
paes-through entity ha.B determined
that rstmbursement is not feastble be-
cause the non-Federal entity lacks suf-
ficlent working capital, the Federal
awarding agency or pass-through enti-
ty may provide cash on a working cap-
ital advance basis. Under this proce-
dure. the Federal awarding agenoy or
pass-through entity must advance cash
payments to the non-Federal entity to
cover itB estimated disbUl"88mentneeds
for an initial period generally geared
to the non-Federal entity's disbursing
cycle. Thereafter, the Federal award-
ing agency or paes-throusn entity must
reimburse the non-Federal entity for
its actual cash disbursements. Use of
the working capital advance method of
payment requires that the pass-
through entity provide timely advance
payments to any subrecipients in order
to meet the subreoipient's actual ca.sb
disbursements. The working capital ad-
vance method of payment must not be
used by the pase-through entity if the
reason for using this method is the un-
willingness or inability of the pass-
through entity to provide timely ad-
vance payments to the subrecipient to

2 CFRCh. II (1-1-15 Eclllon)

meet the subreoipient's actual cash dis-
bursements.

(5) Use of resources before requesting
cash advance payments. To the extent
available, the non-Federal entity must
dtsburse funds available from program
income (including repaymentB to a re-
volving fund), rebates, refunds, con-
tract settlements. audit recoveries, and
interest earned on such funds before re-
questing additionaJ cash paymentB.

(6)Unless otherwise required by Fed-
eral statutes, payments tor allowable
costs by non-Federal entities must not
be withheld at any time during the pe-
riod of performance unless the condi-
tions of H200.20'7 Spec1f1c conditions,
Subpart D-Post Federal Award Re-
quirements of this part, 200.338 Rem-
edies for NODcompliance, or ODe or
more of the following applies:

(i) The non-Federal entity h&l!failed
to comply with the project objectives,
FederaJ statute8, regulations, or the
terms and oonditions of the Federal
award.

(ii) The Don-Federal entity 1s delin-
quent in a debt to the United States as
defined in OMB Guidance A-I29, "Poli-
cies for Federal Credit Programs and
Non-Tax Receivables." Under such con-
ditions, the Federal awarding agency
or pass-through entity may. upon rea-
sonable notice, inform the non-Federal
entity that payments must not be
made for obligations incurred after a
specified date until the conditions are
corrected or the indebtedness to the
FederaJ Government is liquidated.

(111)A payment withheld for failure
to comply with Federal award condi-
tiODS, but without suspension of the
Federal award, must be released to the
non-Federal entity upon subsequent
oompliance. When a Federal award Ie
suspended, payment adjustments will
be made in accordance with 1200.842 Ef-
fects of suspenefon and termination.

(iv) A payment must not be made to
a non-Federal ent1ty for amounts that
are withheld by the non-Federal entity
from payment to contractors to assure
satisfactory completion of work. A
payment must be made when the non-
Federal entity actuaJly disbUl"888the
withheld funds to the contractors or to
escrow accounts eetabl18hed to assure
satisfactory completion of work.
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(7) Standards governing the use of
banks and other institutions as deposi-
tories of advance payments under Fed-
eral awards are as follows.

(1) The Federal awarding agency and
pass-through entity must not require
separate depository accounts for funds
provided to a non-Federal entity or es-
tablish any eligibility requirements for
depositories for funds provided to the
non-Federal entity. However, the non-
Federal entity must be able to account
for the receipt, obligation and expendi-
ture of funds.
(11) Advance payments of Federal

funds must be deposited and main-
tained In insured accounts whenever
possible.
(8) Tbe non-Federal entity must

maintain advance payments of Federal
awards in interest-bearing acoounta,
unless the following apply.
(i) The non-Federal entity receives

less than $120,000in Federal awards per
year.
(11)The best reasonably available in-

terest-bea.r1.ng account would not be ex-
pected to earn Interest in excess of $500
per year on Federal cash balances.
(iii) The depository would require an

average or minimum balance 80 high
that it would not be feasible witb1n the
expected Federal ~d non-Federal cash
resources.
(iv) A foreign government or banking

Bystem prohibits or precludes Interest
bearing accounts.
(9) Interest earned amounts up to $500

per year may be retained by the non-
Federal entity for administrative ex-
pense. Any additional interest earned
on Federal advance payments deposited
in interest-bearing accounts must be
remitted annually to the Department
of Health and Human Services Pay-
ment Management System (PMS)
through an electronic medium using ei-
ther Automated Clearing House (ACH)
network or a Fedwire Funds Service
payment. Remittances must include
pertinent information of the payee and
nature of payment in the memo area
(often referred to as "addenda reoords"
by Financial Instrtuttona) as that will
assist in the timely posting of inter-
ested earned on federal funds. Perti-
nent details Include the Payee Account
Number (PAN) if the payment origi-
nated from PMS, or Agency informs-

§200.306

tion if the payment origina.ted from
ASAP, NSF or another federal agency
payment system. The remittance must
be submitted as follows:

(1) For ACHReturns:
RoutingNumber:051036'706
Accountnumber:803000
Bank NameUId Location: Credit Gateway-
ACHReceiverSt. Paul, MN
(ii) For Fedwire Beturns=:

RoutlIlgNumber:02l03Cl004
Accountnumber:75010501
Bank Name and Location: Federal Reserve
Bank Treaa NYClFundaTransfer Division
NewYork,NY

(* Please DOte organtzatlon inlt1at1ngpay-
ment Is likely to Incur •. charge from your
Financial Institution for tb1s type of pay-
ment)
(111)For International ACHReturns:

B8IIeficia.ryAccount:Federal ReserveBank
orNewYorltllTS(FRBNYIlTS)

Bank: CitibankN.A.(NewYork)
SwiftCode:CITIUS33
AccountNumber:36838868
Bank Addresa:388 Greenwich Street, New
York.NY10013 USA

Pa.ymentDetails (Line70): Agency
Name (abbreviatedwhen poae1ble)and ALC
AgencyPOC:MichelleHaney. (801) 49?r-6065

(iv) For recipients that do not have
electronic remittance capability,
please make check·· payable to: "The
Department of Health and Human
Services."
Mall Checkto Treasury approvedlookbox:

HHS Program Support Center, P.O. Box
680281, Atlanta, GA30353-0231

(** Pleaseallow4-6weeksfor prooeSSingof a
payment by checkto be appliedto the appro-
priate PMSaccount)
(v) Any additional information/1n-

structions may be found on the PMS
Web site at http://www.dpm.psc.govl.

[78 FR 78608, Dec.36,2013, as amendedat 79
FR 75888, Dec.19,2014)

§200.306 Coet .bariDg or matchiDg.
(a) Under Federal research proposals,

voluntary committed cost sharing is
not expected. It cannot be used as a
faotor during the merit review of appli-
cations or proposals, but may be oon-
sidered if it is both in accordance with
Federal awarding agency regulations
and specified in a notice of funding op-
portunity. Criteria for considering vol-
untary committed cost sharing and
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any other program pollcy factors that
may be used to determine who may re-
ceive a Federal award must be explic-
itly described in the notice of funding
opportunity. See also §§200.414Indirect
(F&A) costs, 200.203Notices of funding
opportunities, and Appendix I to Part
200-Full Text of Notice of Funding Op-
portunity.

(b) For a.ll Federal awards, any
shared costs or matching 1I1ndsa.ndall
contributions, including cash and third
party in-kind contributions, must be
accepted as part of the non-Federal en-
tity's oost Bharing or matching when
such contributions meet all of the fol-
lowing criteria:

(1) Are verifiable from the non-Fed-
eral entity's records;

(2) Are not inoluded as contributions
for any other Federal award;

(3) Are necessary and reasonable for
accomplishment of project or program
objectives;

(4) Are allowable under Subpart E-
Cost Principles of this part;

(5) Are not paid by the Federal Gov-
ernment under a.nother Federal award,
except where the Federal statute au-
thorizing a program specifioally pro-
vides that Federal funds made avail-
able for such program can be a.ppliedto
matching or cost sharing requirements
of other Federal programs;

(6) Are provided for in the approved
budget when required by the Federal
awarding agency; and

(7) Conform to other provisions of
this part, as applicable.

(c) Unrecovered indirect costs, in-
cluding indirect costs on cost sharing
or matching may be included as part of
cost sharing or matching only with the
prior approval of the Federal awarding
agency. Unrecovered indirect cost
means the differenoe between the
amount charged to the Federal award
and the amount which could have been
charged to the Federal award under the
non-Federal entity's approved nego-
tiated Indirect cost rate.

(d) Values for non-Federal entity
oontributions of servioes II.Ildproperty
must be established in accordance with
the cost principles in Subpart E-Cost
Principles. If a Federal awarding agen-
cy authorizes the non-Federal entity to
donate bulldlngs or land for construe-
tionifacilities acquisition projects or

2 CFRCh. II 0-1-15 Edition)

long-term use, the value of the donated
property for cost sharing or matching
must be the lesser of paragraphs (d)(l)
or (2) of this section.

(1) The value of the remaining life of
the property recorded in the non-Fed-
eral entity's acoounting records at the
time of donation.

(2) The current fair market value.
However, when there is sufficient jus-
tification, the Federal awa.rd1ngagen-
cy may approve the use of the ourrent
fair market value of the donated prop-
erty, even if 1t exceeds the value de-
scribed in (1)above at the time of dona-
tion.

(e) Volunteer services furnished by
third-party professional and technical
personnel. consultants, and other
skilled a.nd unskilled labor may be
counted as cost sharing or matching if
the service is an integral and necessary
part of an approved project or program.
Rates for third-party volunteer serv-
Ices must be consistent with those paid
for similar work by the non-Federal en-
tity. In those instances in which the
required sk1l1s are not found In the
non-Federal entity, rates must be con-
sistent with those paid for similar
work in the labor market in wh1ch the
non-Federal entity competes for the
kind of services involved. In either
088e, paid fringe benefits that are rea-
sona.ble, necessary, allocable, and oth-
erwise allowable may be included in
the valuation.

(f) When a third-party orga.niza.tion
furnisbes the services of an employee,
these services must be valued at the
employee's regular rate of pay plus an
amount of fringe benefits that is rea-
sonable, necessary, allocable, and oth-
erwise allowable, and indirect costs at
either the third-party organization's
approved federally negotiated indirect
oost rate or, a rate in a.ccorda.ncewith
§200.414Indirect (F&A) costs, para-
graph (d), provided these services em-
ploy the same sk1ll(s) for which the
employee is normally paid. Where do-
nated services are treated as indirect
costs, indirect cost rates will separate
the value of the donated services so
that reimbursement for the donated
services wi11not be made.
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(g) DOIJIl.tedproperty from third par-
ties may include such items all equip-
ment. office supplies. laboratory sup-
plies. or workshop and olaeeroom BUp-
plies. VlLlueassessed to donated prop-
erty included in the cost sharing or
matching share must not exoeed the
fair ma.rket value of the property at
the time of the donation.
(h) The method used for determ1n1Dg

cost shlU'ing or matching for third-
party-donated equipment. buildings
and land for which title P&8Besto the
non-Federal entity may differ accord-
ing to the purpose of the Federal
award. if paragraph (h)(l) or (2) of this
section applies.

(1) If the purpose of the Federa.l
award is to assist the non-Federal enti-
ty in the acquisition of equipment.
bu1ldings or land. the aggregate value
of the donated property may be
claimed as cost sharing or matching.
(2) If the purpose of the Federal

award is to support activities that re-
quire the use of equipment, buildings
or land, normally only depreciation
chlU'ges for equipment and bundings
may be made. However, the fair market
value of equ1pment or other capital as-
sets and fair rental charges for land
may be allowed. provided that the Fed-
eral awarding agency has approved the
charges. See also §200.420 Consider-
ations for selected items of cost.
(1) The value of donated property

must be determined in accordance with
the usual accounting policies of the
non-Federal entity. with the following
qualifications:
(1) The value of dona.ted land and

buildings must not exceed its fair mar-
ket value at the time of donation to
the non-Federal entity as established
by an independent appraiser (e.g.• cer-
tified real property appraiser or Gen-
eral Services Administration rep-
resentative) and certified by a respon-
sible offJcilLlof the non-Federal entity
as required by the Uniform Relocation
Assistance and Rea.l Property Acquisi-
tion Policies Act of 1970, as amended,
(42U.S.C. 4601-4665) (Uniform Act) ex-
cept as provided in the implementing
regulations at 49CFR part 24.
(2) The value of donated equipment

must not exceed the fair market value
of equipment of the same age and con-
dition at the time of donation.

§200.307

(3) The value of donated space must
not exceed the fair rental value of com-
parable space as established by an inde-
pendent appraisal of compara.ble space
and fac1l1ties in a privately-owned
building in the same locality.
(4) The value of loaned equipment

must not exceed its fair rental value.
(j) For third-party in-kind contribu-

tions, the fair ma.rket value of goods
and servicea must be documented and
to the extent feasible supported by the
same methods used internally by the
non-Federal entity.
(k) For mEs, see also OMB memo-

randum M-OI-06, dated January 5, 2001,
C1a.r1ficationof OMB A-21 Treatment
of Volunta.ry Uncommitted Cost Sha.r-
ing and Tuition Remission Costs.
[78FR 78608,Dec. 26, 2013, as amendedat 79
FR 75883,Dec. 19,2014]

§200.307 Prop'BID income.
(a) General. Non-Federa.l ent1ties are

encouraged to ea.rn income to defray
program costs where appropriate.
(b) Cost of DeneTating progTam income.

If authorized by Federal regulatiOns or
the Federal award, costs incidental to
the generation of program income may
be deducted from gross income to de-
termine program income, provided
these costs have not been cha.rged to
the Federal award.
(c) Governmental Tevenues. Taxes, spe-

cial &8S688ments. levies, fines, and
other such revenues raised by a non-
Federal entity are not program income
unless the revenues a.re specifically
identified in the Federal award or Fed-
eral awa.rding agency regulations as
program income.
(d) Property. Proceeds from the sale

of real property, equipment, or supplies
a.re not program income; such proceeds
will be handled in accordance with the
requirements of Subpart D-Post Fed-
eral Award Requirements of this part,
Property Standards §§200.S11 Real prop-
erty, 2OO.31S Equipment, and 2OO.S14
Supplies. or as specifically identified in
Federa.l statutes. regulations. or the
terms and conditions of the Federal
award.
(e) Use Of program Income. If the Fed-

eral awarding agency does not specify
1nits regulations or the terms and COD-
ditions of the Federal award, or give
prior approval for how program income
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is to be used, paragraph (e)(1) of this
section must apply. For Federal awards
made to IHEs and nonprofit research
tnstdtutdons, if the Federal award1ng
agency does not specify in its regula-
tions or the terms and conditions of
the Federal award how program income
is to be used, paragraph (e)(2) of this
section must apply. In speCifying alter-
natives to paragraphs (e)(I) and (2) of
this section. the Federal awarding
agency may distinguish between in-
come earned by the recipient and in-
come earned by subrecipients and be-
tween the sources, kinds. or amounts
of income. When the Federal awarding
agency authorizes the approaches in
paragraphs (eX2)and (3) of this section.
program income in excess of any
amounts specifled must also be de-
ducted from expenditures.

(1) Deduction. Ordinarily program in-
come must be deducted from total al-
lowable costs to determine the net al-
lowable costs. Program income must be
used lor current costs unless the Fed-
eral awarding agenoy authorizes other-
wise. Program income that the non-
Federal entity did not antioipate at the
time of the Federal award must be used
to reduce the Federal award and non-
Federal entity contributions rather
than to increase the funds committed
to the project.

(2) Addition. With prior approval of
the Federal awarding agency (except
for IHEs and nonprofit research tnstt-
tuttona, as described in paragraph (6) of
this section) program income may be
added to the Federal award by the Fed-
eral agency and the non-Federal enti-
ty. The program income must be used
for the purposes and under the condi-
tions of tbe Federal award.

(3) Cost sharing or match.ing. With
prior approval of the Federal awarding
agency. program income may be used
to meet the cost sharing or matching
requirement of the Federal award. The
amount of the Federal award remains
the same.
(!) Income after the period of perform-

ance. There are no Federal require-
ments governing tbe disposition of in-
come earned a1ter the end of the period
of performance for the Federal award.
unless the Federal awarding agency
regulations or the terms and condi-
tions of the Federal award provlde oth-

2 CFRCh. II (1-1-15 Edition)

erwise. The Federal awarding agency
may negotiate agreements with recipi-
ents regarding appropriate uses of in-
come earned after the period of per-
fonnance as part of the grant oloseout
process. See also §200.843Closeout.

(g) Unless the Federal statute. regu-
lations, or terms and oonditions for the
Federal award provide otherwise. the
non-Federal entity has no obligation to
the Federal awarding agency with re-
spect to program income earned from
license fees and royalties for copy-
righted material, patents. patent appli-
cations, trademarke, and inventions
made under a. Federal award to which
87 CFR part 401."Rights to Inventions
Made by Nonprofit Organizations and
Small Business Firms Under Govern-
ment Awards. Contracts and Coopera-
tive Agreements" is applicable.
[78 FR 78608.Dec. 26. 2013. 80S amended at 79
FR 75884.Dec. 19. 2014]

§200.808 BevisiODof budfet and pro·
eram plans.

(a) The approved budget for the Fed-
eral award summarizes the financial
aspects of the project or program as ap-
proved during the Federal award proc-
ess, It may include either the Federal
and non-Federal share (see §200.43Fed-
eral share) or only the Federal share.
depending upon Federal awarding agen-
cy requirements. It must be related to
performance for program evaluation
purposes whenever appropriate.

(b) Recipients are required to report
deviations from budget or projeot scope
or objective, and request prior approv-
als from Federal awarding agencies for
budget and progra.m plan revisions. in
accorda.nce with this section.

(c) For non-construction Federal
awards. recipients must request prior
approvals from Federal awarding agen-
cies for one or more of the following
program or budget-related reasons:

(1) Change in the scope or the objec-
tive or the project or program (even if
there fs no asecotated budget revision
requiring prior written approval).

(2) Change in a key person specif1ed
in the application or the Federal
award.

(3) The disengagement from the
project for more than three months. or
a 25 percent reduction in time devoted
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to the project, by the approved project
director or principal investigator.

(4) The Inclusion, unless waived by
the Federal awarding agency, of costs
that require prior approval in accord-
ance with Subpart E-Cost Principles
of this part or 45CFR part 75Appendix
IX, "Principles for Determining Costs
Applicable to Resea.rob and Develop-
ment under Awards and Contracts with
Hospitals," or 48 CFR part 31, "Con-
tract Cost Prlnoiples and Procedures,"
as applicable.

(5)The transfer of funds budgeted for
participant support costs as defined In
1200.75 Participant support oosts to
other categories of expense.

(6) Unless described in the applica-
tion and funded in the approved Fed-
eral awards. the subawardlng, transfer-
ring or contracting out of any work
under a Federal award, including fl..J:ed
amount subawards as described in
§200.832 Fixed amount subawards. This
provision does not apply to the acquisi-
tion of supplies, material, equipment
or general support services.

(7) Changes in the approved cost-
sharing or matching provided by the
non-Federal entity. No other prior ap-
proval requirements for specific items
may be imposed unless an exception
bas been approved by OMB. Bee also
§§200.102 Exceptions and 200.407 Prior
written approval (prior approval).

(8) The need ar1Be8 for additional
Federal funds to complete the project.

(d) Except for requirements listed in
paragraph (c)(I) of this section, the
Federal awarding agency is authorized,
at its option, to waive prior written ap-
provals required by paragraph (c) tbls
section. Such waivers may Include au-
thorizing recipients to do anyone or
more of the following:

(1) Incur project costs 90 calendar
days before the Federal awarding agen-
cy makes the Federal award. Expenses
more than 90 calendar days pre-award
require prior approval of the Federal
awarding agency. All costs incurred be-
fore the Federal awarding agency
makes the Federal award are at the re-
cipient's risk (i.e., the Federal award-
ing agency is under no obligation to re-
imburse such costs if for any reason
the recipient does not receive a Federal
award or if the Federal award is less
than anticipated and inadequate to

§200.308

cover suob costs). See also §200.458 Pre-
award costs.

(2) Initiate a one-time extension of
the period of performance by up to 12
months unless one or more of the con-
ditions outlined in JlIU'agraphe(d)(2)(i)
through (111)of this section apply. For
one-time extensions, the recipient
must notify the Federal awarding
agency in writing with the supporting
reasons and revised period of perform-
ance at least 10 calendar days before
the end of the period of performance
speCified in the Federal award. This
one-time extension may not be exer-
cised merely for the purpose of using
unobligated balances. Extensions re-
quire explicit prior Federal awarding
agency approval when:

(1) The terms and conditions of the
Federal award prohibit the extension.

(11)The extension requires additional
Federal funds.

(11i) The extension Involves any
change in the approved objectives or
scope of the project.

(3) Carry forward unobligated bal-
ances to subsequent periods of perform-
ance.

(4) For Federal awards that support
research, unless the Federal awarding
agenCYprovides otherwise in the Fed-
eral award or in the Federal awarding
agency's regulations, the prior ap-
proval requirements described In para-
graph (d) are automatically waived
(i.e., recipients need not obtain such
prior approvals) unlese one of the con-
ditions included in paragraph (d)(:!)ap-
plies.

(e) The Federal awarding agency
may, at its option. restrict the transfer
of funds among direct cost categories
or programs, functions and activities
for Federal awards in which the Fed-
eral share of the project exceeds the
Slmplified AcquiSition Threshold and
the cumulative amount of such trans-
fers exceeds or is expected to exceed 10
percent of the total budget as last ap-
proved by the Federal awarding agen-
cy. The Federal awarding agency can-
not permit a transfer that would cause
any Federal appropriation to be used
for purposes other than those con-
sistent with the appropriation.

(f) All other changes to non-construc-
tion budgets, except for the obanges de-
scribed in paragraph (c) of tb1s section,
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do not require prior approval (see also
§200.407Prior written approval (prior
approval».

(g) For construction Federal awards,
the recipient must request prior writ-
ten approval promptly from the Fed-
eral awarding agency for budget revi-
sions whenever paragraph (g)(l), (2), or
(3) of this section applies.
(1) The revision results from caanges

in the scope or the objective of the
project or program.

(2) The need ariees for a.dditional
Federal funds to complete the project.

(8) A revision is desired which in-
volvee epecif1c costs for which prior
written approval requirements may be
imposed consistent with applica.ble
OMB cost principles listed in Subpart
E-Cost Principles of this part.

(4) No other prior approval require-
ments for budget revisions may be im-
posed unless an exception has been ap-
proved by OMB.

(5) When a Federal awarding agency
makes a Federal award that provides
support for construction and non-con-
struction work, the Federal awarding
agency may require the recipient to ob-
tain prior approval from the Federal
awarding agency before making any
fund or budget transfers between the
two types of work supported.

(h) When requesting approval for
budget revisions, the recipient must
use the same format for budget infor-
mation that was used in the APplica.-
tion, unless the FederaJ awarding agen-
es indicates a letter of request suffices.
(j) Within 30 calendar days from the

date of receipt of the request for budg-
et revisions, the Federal awarding
agency must review the request and
notify the recipient whether the budget
revisions have been approved. If the re-
vision is still under consideration at
the end of 80 calendar days, the Federal
awarding agency must inform the re-
cipient in writing of the date when the
recipient ma.y expect the decision.
['18 FE 78608, Dac. 26, 2013, as amended at 79
FR '15884.Dec. 19, 2014]

t 200.309 Period of perfor1llADce.
A non-Federal entity may charge to

the Federal award only allowable coste
incurred during the period of perform-
ance (except as described in §2OO.461
Publication and printing costs) and

2 CFRCh. II (1-1-15 Edition)

any costs incurred before the Federal
awarding agency or pall8-through enti-
ty made the Federal award that were
authorized by the Federal awarding
agency or pass-through entity.
[78 FR 78608, Dec. 26, 2013. as amended at 711
FR 75884. Dec. 19. 0014]

PROPERTYSTANDARDS

§200.810 mll1U'8J1C8 coverage.
The non-Federal entity must, at a

minimum, provide the equivalent in-
surance coverage for real property and
equipment acquired or improved with
Federal funds 8.8 provided to property
owned by the non-Federal entity. Fed-
erally-owned property need not be in-
sured unless required by the terms and
conditions of the Federal award.

1200.811 Real properly.
(0.) Title. Subject to the obligations

and conditions set forth in this section,
title to real property acquired or im-
proved under a Federal award will vest
upon acquisition in the non-Federal en-
tity.

(b) Use. Except as otherwise provided
by Federal statutes or by the Federal
awarding agency, real property will be
used for the orill'inaJly authorized pur-
pose as long as needed for that purpose,
during which time the non-Federal en-
tity must not dispose of or encumber
its title or other interests.

(c) Disposition. When real property is
no longer needed for the orig1na.lly au-
thorized purpose, the non-Federal enti-
ty must obtain disposition instructions
from the Federal awarding agenoy or
pass-through entity. The -tnstructtons
must provide for one of the following
0.1 ternatives:
(1) Retain title after compensating

the Federal awarding agency. The
amount paid to the Federal awarding
agency will be computed by a.pplying
the Federal awarding agency's percent-
age of participation In the cost of the
original purchase (and costs of any im-
provements) to the fair market value
of the property. However, in those situ-
ations where the non-Federal entity is
disposing of real property acquired or
improved with a Federal award and ac-
quiring replacement rea] property
under the same Federal award, the net
proceeds from the disposition may be
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used lUI an offset to the cost of the re-
placement property.
(2) Sell the property and compensate

the Federal awarding agency. The
amount due to the Federal awarding
agency will be calculated by applying
the Federal awarding agency's percent-
age of parttcipa.t1on in the cost of the
original purchlUle (and cost of any im-
provements) to the proceeds of the sale
after deduction of any actual and rea-
sonable seilliig and fixIng-up expenses.
If the Federal award hIUl not been
closed out, the net proceeds from sale
may be offset against the original cost
of the property. When the non-Federal
entity is directed to sell property, sales
procedures must be followed that pro-
vide for competition to the extent
practicable a.nd result in the highest
possible return.
(3) Transfer title to the Federal

awarding agency or to a third party
designated/approved by the Federal
awarding- agency. The non-Federa.l en-
tity is entltled to be paid an amount
calculated by applying the non-Federal
entlty's percentage of participation in
the purchase of the rea.l property (and
cost of any improvements) to the cur-
rent fair market value of the propert;)'.
['18 FR 78601l.Dec. 26, ~13, as amended at 79
FR 75884, Dec. 19, ~141

§200.312 FederaDy-owned and exempt
properly.

(a) Title to federally-owned property
remains vested in the Federal Govern-
ment. The non-Federal entity must
submit annually an inventory listing of
federally-owned property in its custody
to the Federal a.warding agency. Upon
completion of the Federal award or
when the property is no longer needed,
the non-Federal entity must report the
property to the Federal awarding agen-
cy for fUrther Federal agency utiliza-
tion.
(b) If the Federal awarding agency

has no further need for the property, it
must declare the property excess and
report it for disposal to the appropriate
Federal disposal authority, unless the
Federal awarding-agency bas statutory
authority to dispose of the property by
alternative methods (e.g., the author-
ity provided by the Federal Technology
Transfer Act (15 U.S.C. 3710(i» to do-
nate research equipment to edu-

§2OO.313

cational and non-profit organization I!
in accordance with Executive Order
12999, "Educational Technology: Ensur-
Ing Opportunity for All Children in the
Next Century. "), The Federal award1Ilg
agency must 188ueappropriate instruc-
tions to the non-Federal entity.
(c) Exempt federally-owned property

means property acquired under a Fed-
eral award where the Federal awarding
agency has chosen to vest title to the
property to the non-Federal entity
without further obligation to the Fed-
eral Government, based upon the ex-
plicit terms and 'conditions of the Fed-
eral award. The Federal awarding agen-
cy may exercise thll! option when stat-
utory authority exists. Absent statu-
tory authority and specifiC terms and
conditions of the Federal award, title
to exempt federally-owned property ac-
quired under the Federal award re-
mains with the Federal Government.
[78 FR 78608. Dec. 26, 2013, as amended at 79
FR 75884,Dec. 19, 2014]

§200.313 Equipment.
See also §200.439 Equipment and

other capital expenditures.
(a) Title. Subjeot to the obligations

and conditions set forth in this section.
title to equipment acquired under a
Federal award will vest upon aoquiBi-
tion in the non-Federal entity. Unless
a statute specifioaIly a.uthorizes the
Federal agency to vest title in the non-
Federal entity without further obliga-
tion to the Federal Government, and
the Federal agency elects to do 50, the
title must be a conditional title. Title
must vest In the non-Federal entity
subject to the following conditions:
(1)Use the equipment for the author-

ized purposes of the projeot during the
period of performance, or until the
property is no longer needed Cor the
purposes of the project.
(2) Not encumber the property with-

out approval of the Federal awarding
agency or pass-through entity.
(3)Use and dispose of the property 1n

accordance with paragraphs (b), (c) and
(e) of this section.
(b) A state must use. manage and dis-

pose of equipment acquired under a
Federal award by the state in accord-
ance with state laws and procedures.
Other non-Federal entitles must follow
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paragraphs (c) through (e) of this sec-
tion.

(c) Use. (1) Equipment must be used
by the non-Federal entity in the pro-
gram or project for which it was ac-
quired as long as needed. whether or
not the project or program continues
to be supported by the Federal award,
and the non-Federal entity must not
encumber the property without prior
approval of the Federal awarding agen-
cy. When no longer needed for the
original program or project. the equip-
ment may be used in other activities
supported by the Federal awarding
agency. in the following order of pri-
ority:

(1) Activities under a Federal award
from the Federal awarding agency
which funded the original program or
project, then

(il) Activities under Federal awards
from other Federal awarding agencies.
This includes consolidated equipment
for information technology systems.

(2)During the time that equipment is
used on the project or program for
which it was acquired. the non-Federal
entity must also make equipment
available for use on other projects or
programs currently or previously sup-
ported by the Federal Government,
provided that sucb use will not inter-
fere With the work on the projects or
program for which it was originally ac-
quired. First preference for other use
must be given to other programs or
projects supported by Federal awarding
agency that financed the equipment
and second preference must be given to
programs or projects under Federal
awards from other Federal awarding
agencies. Use for non-federally-funded
programs or projects is also permis-
sible. User fees should be considered if
appropriate.

(3) Notwithstanding the encourage-
ment iD §200.307 Program income to
earn program income. the non-Federal
entity must not use equipment ac-
quired with the Federal award to pro-
vide services for a fee that is less than
private· companies oharge for equiva-
lent services unless specifically author-
ized by Federal statute for as long as
the Federal Government retains an in-
terest in the equipment.

(4) When acquiring replacement
equipment, the non-Federal entity may

2 CFR Ch. II (1-1-15 Edition)

use the equipment to be replaced as a
trade-in or sell the property and use
the proceeds to offset the cost of the
replacement property.

(d) Management requ1rements. Proce-
dures for managing equipment (includ-
ing replacement equipment). whether
acquired in whole or In part under a
Federal award, until dispOsition takes
place will, as a minimum, meet the fol-
lowing requirements:

(1) Property records must be matn-
tained that include a description of the
property, a serial number or other
identification number. the source of
funding for the property (including the
FAIN), who holds title. th'e acquisition
date. and cost of the property. percent-
age of Federal participation in the
project costs for the Federal award
under which the property Wallacquired.
the location. use and condition of the
property. and any ultimate disposition
data including the date of disposal and
sale price of the property.

(2) A physical inventory of the prop-
erty must be taken and the results rec-
onciled with the property records at
least once every two ye8.I'8.

(3) A control system must be devel-
oped to ensure adequate safeguards to
prevent 10SB,damage. or theft of the
property. Any loss, damage. or theft
must be investigated.

(4) Adequate maintenance procedures
must be developed to keep the property
in good condition.

(5) If the non-Federal entity is au-
thorized or required to sell the prop-
erty, proper sales procedures must be
established to ensure the highest pos-
sible return.

(e) Disposition. When original or re-
placement equipment acquired under a
Federal a.ward is no longer needed for
the Original project or program or for
other activities currently or previously
supported by a Federal awarding agen-
cy. except as otherwise provided in
Federal statutes, regulatiOns. or Fed-
eral awarding agency disposition in-
structions. the non-Federal entity
must request disposition instructions
from the Federal awarding agency if
required by the terms and conditions of
the Federal award. Disposition of the
equipment will be made as follows, in
accordance with Federal awarding
agency disposition instructions:
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(1) Items of equipment with a current
per unit fair market value of $5,000or
less may be retained, sold or otherwise
disposed of with no further obligation
to the Federal awarding agency.
(2)Except &8 provided in §200.312Fed-

erally-owned and exempt property,
paragraph (b), or if the Federal award-
ing agency fails to provide requested
disposition instructions \vithin 120
days, items of equipment with a cur-
rent per-unit fe.1r-market value in ex-
cess of $5.000ma.y be retained by the
non-Federal entity or sold. The Federal
awarding agency III entitled to an
amount calculated by multiplying the
current market value or proceeds from
sale by the Federal e.warding agency's
peroentage of participation In the cost
of the original purchase. If the equip-
ment is sold. the Federal awa.rd1ng
agency may permit the non-Federal en-
tity to deduct and retain from the Fed-
eral share $500 or ten percent of the
proceeds, whichever is lese, for its sell-
ing e.ndhe.ndl1ngexpenses.
(3) The non-Federal entity may

transfer title to the property to the
Federal Government or to an eligible
third party provided that, in such
ce.ses, the non-Federal entity must be
entitled to compensation for its attrib-
utable percente.ge of the current fAir
market value of the property.
(4) In cases where a non-Federal enti-

ty fails to take appropria,te disposition
a.otions, the Federal awarding agency
may direct the non-Federal entity to
take disposition &otions.
[78 FR 78608,Dec. 26, 2013, as amended at '19
FR 75884,Dec. 1B, 2014]

t 200.814 Supplies.
See also §200.453Materials and sup-

plies costs, including costs of com-
puting devices.
(a) Title to supplies will vest in the

non-Federal entity upon acquillition. If
there III a residual Inventory of unused
Ilupplies exceeding $5,000in total aggre-
gate value upon termination or com-
pletion of the project or program and
the euppliee are not needed for any
other Federal award, the non-Federal
entity must retain the supplies for use
on other activities or sell them, but
must, in either C&8e,compensate the
Federal Government for Its share. The
amount of compensation must be com-

§2OO.315

puted in the same manner as for equip-
ment. See §200.313Equipment, para-
graph (e)(2) for the calculation method-
ology.
(b) AJ3long as the Federal Govern-

ment retains an Interest In the sup-
plies, the non-Federal entity must not
use supplies acqu1l'ed under a Federal
award to provide services to other or-
ganizations for a fee that Is less than
private compo.nies charge for equtva-
lent services, unless specifically au-
thorized by Federal statute.

§200.3115IDtaDll'ible property.
(a) Title to inte.ng1ble property (see

§200.59 Intangible property) acquired
under a Federal a.ward vests upon ac-
quisition In the non-Federal entity.
The non-Federal entity must use that
property for the originally-authorized
purpose, and must not encumber tbe
property without approval of the Fed-
eral awarding agency. When no longer
needed for the originally authorized
purpose, disposition of the intang:\ble
property must occur in accordance
with the provisions in §200.313Equip-
ment paragraph (e).
(b) The non-Federal entity may copy-

right any work that ie subject to copy-
right and was developed, or for which
ownership was acquired, under a Fed-
eral award. The Federal awarding agen-
cy reserves a royalty-free, nonexclu-
sive and irrevocable right to reproduce,
publiBh. or otherwise use the work for
Federal purposes, and to authorize oth-
ers to do so.
(c) The non-Federal entity Is subject

to appUcable regulations governing
patents and inventions, including gov-
ernmentwide regulations issued by the
Department of Commerce at 37 CFR
Part 401, "Rights to Inventions Made
by Nonprofit Organizations and Small
Business Firms Under Government
Awards, Contracts and Cooperative
Agreements .••
(d) The Federal Government has the

right to:
(1)Obtain, reproduce, publish. or oth-

erwise UBethe data produced under a
Federal award; and
(2)Authorize others to receive, repro-

duce, publish, or otherwise use such
data for Federal purposes.
(e) Freedom of Information Act

(FOIA).
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(1) In response to a Freedom of Infor-
mation Act (FOlA) request for research
data relating to published resea.rch
findings produced under a Federal
award that were used by the Federal
Government in developing an agency
action that ha.s the force and effect of
law, the Federal a.warding agency must
request, and the non-Federal entity
must provide, within a rea.sonable
time, the research data. so that they
can be made available to the pubUc
through the procedures esta.blished
under the }<'OlA.If the Federal award-
ing agency obtains the researca data
solely in response to a FOlA request,
the Federa.l awarding agency ma.y
charge the requester a reasonable fee
equaling the full incrementa.l cost of
obtaining the research data.. This fee
should renect coste incurred. by the
Federal agency and the non-Federal en-
tity. This fee is in a.ddition to any fees
the Federal awarding agency may as-
sess under the FOlA (5 U.S.C.
552(a)(4)(A».
(2) Published research findings means

when:
(i) Research findings are published in

a peer-reviewed scientifiC or technical
journal; or
(ii) A Federal agency publicly and of-

ficially cites the research findings in
support of an agency action that has
the force and effect of law. "Used by
the Federal Government in developing
an agency action that has the force and
effect of law" is defined a.s when an
agency publ1cly and oIDcially cites the
research findings in support of an agen-
cy action that has the force and effect
of law.
(3) Research data means the recorded

factual material commonly accepted in
the scientifio community as necessary
to validate research findings, but not
any of the iollowing: preliminary anal-
yses, drafts of scientific papers, plans
for future research, peer reviews, or
communications with colleagues. This
"recorded" material excludes physical
objects (e.g., laboratory samples). Re-
search data also do not include:
(i) Trade secrets, commercial infor-

mation, materials necessary to be held
confidential by a researcher until they
are published, or similar information
which is protected under law; and

2 CFRCh. II (1-1-15 EcIHIon)

(11) Personnel and medical informa-
tion and similar informatIon the dIs-
closure of which would constitute a
clearly unwarranted inva.sion of per-
sonal privacy, such as information that
could be used to identify a particular
person in a research study.
['18FR 78608, Dec. 26, 2013, &8 amendedat 79
FR 75884. Dec. 19, 2014]

§200.316 Property trust relatioDBhip.
Real property, equipment, and intan-

gible property. that are a.cqu1redor im-
proved with a Federal award must be
held in trust by the non-Federal entity
as trustee for the beneficiaries of the
project or program under which the
property was acquired or improved.
The Federal awarding agency may re-
quire the non-Federal entity to record
liens or other appropriate notices of
record to indicate that personal or real
property has been acquired or improved
with a Federal award and that use and
disposition conditions apply to the
property.

PROCUREMENT STANDARDS

UOO.S17 Procurements by states.
When procuring property a.nd serv-

ices under a Federal award, a state
must follow the same polioies and pro-
cedures it uses for procurements from
its non-Federal funds. The state will
comply with §200.822Proourement of
recovered materials and ensure that
every purchase order or other contract
Includes any clauses required by sec-
tion §200.326Contract provisIons. All
other non-Federa.l entities, including
subrecipients of a state, will follow
§§200.318General procurement stand-
ards through 200.326Contract provi-
sions.

§200.318 General procurement stand·
ards.

(a) The non-Federal entity must use
its own documented procurement pro-
cedures which reflect applicable State,
local, and tribal laws and regulations,
provided that the procurements con-
form to applicable Federal law and the
standards identified in this part.
(b) Non-Federal entitles must main-

ta.in oversight to ensure that contrac-
tors perform in accordance with the
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terms, conditions, and specifications of
their contracts or purchase orders.
(c}(l) The non-Federal entity must

maintain written standards of conduct
covering conflicts of interest and gov-
erning the actions of its employees en-
gaged in the selection, award and ad-
ministration of contracts. No em-
ployee, Officer, or agent may partici-
pate in the selectIon, award, or admin-
istration of a contract supported by a
Federal award if he or she has a real or
apparent conflict of interest. Such a
conflict of interest would arise when
the employee, Officer, or agent, any
member of his or her immediate fam-
ily, his or her partner, or an organiza-
tion which employs or is about to em-
ploy any of the parties tndicated here-
in, has a financial or other interest in
or a tangIble personsJ benefit from a
firm considered for a contract. The of-
ncers, employees, and agents of the
non-Federal entity may neither solicit
nor accept gratuities, favors, or any-
thing of monetary value from contrac-
tors or parties to subcontracts. How-
ever, non-Federal entities may set
standards for situations in which the
llnancia1interest is not substantial or
the gift is an unsolicited item of nom1-
nal vsJue. The standards of conduct
must provide for disciplinary actions
to be applied for violations of such
standards by o1l'1cers, employees, or
agents of the non-Federal entity.
(2) If the Don-Federal entity has a

parent, afi'iliate, or subsidiary organi-
zation that is not a state, local govern-
ment, or Indian tribe, the non-Federal
entity must also maintain written
standards of conduct covering organi-
zational conflicts of interest. Organiza-
tional conflicts of interest means that
because of relationships with a parent
company, affiliate, or subsidiary orga-
nization, the non-Federal entity is un-
able or appears to be unable to be im-
partial in conducting a procurement
action involving a related organiza-
tion.
(d) The non-Federal entIty's proce-

dures must avoid acquisition of unnec-
essary or duplicative Items. Oonstder-
ation should be given to consolidating
or breakIng out procurements to ob-
tain a more economical purchase.
Where appropria.te, an analysis will be
made of lease versus purchase alter-

§20D.318

natives, and any other appropriate
analysiS to detennine the most eco-
nomIcal approach.
(e) To foster greater economy and ef-

ficIency, and in accordance with efforts
to promote cost-effective use of shared
services across the Federal Govern-
ment, the non-FedersJ entIty 1sencour-
aged to enter into state and local inter-
governmental agreements or Inter-en-
tity agreements where appropriate for
procurement or use of common or
shared goods and services.
(f) Tbe non-Federal entity is encour-

aged to use Federal excess and surplus
property In lieu of purchasing new
equipment and property whenever such
use is feasible and reduces project
costs.
(g) The non-Federal entIty 1s encour-

aged to use value engineering clauses
in contracts for construction projects
of sufficient size to offer reasonable op-
portunities for cost reductions. Value
engineering Is a sYBtematic and cre-
ative ana.lysis of each contract item or
task to ensure that its essent1al func-
tion Is provided at the overall lower
cost.
(h) The non-Federal entity must

award contracts only to responsible
contractors possessing the ab1l1ty to
perform suooessfully under the terms
and conditions of a proposed procure-
ment. Consideration will be given to
such matters as oontractor integrity,
compliance with public policy, record
of past performance, and financial and
technical resources. See also §200.212
Suspension and debarment.
(i) The non-Federal entIty must

maintain records suffic1ent to detatl
the history of procurement. These
records wIll include, but are not nec-
essarily Umtted to the following: ra-
tlonsJe for the method of procurement,
selection of contract type, contractor
selection or rejectIon, and the basis for
the contract price.
(j)(I) The non-Federal entity may use

a time and materials type contract
only after a determination that no
other contract is suitable and if the
contract includes a ce1l1ngprice that
the contractor exceeds at its own risk.
Time and materials type contract
means a contract whose cost to a non-
Federal entity is the Bumof:
(1)The actual cost of materials; and
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(ii) Direct labor hours charged at
rlXed hourly rates that reflect wages,
general and administrative expenses,
and profit.

(2) Since this formula generates an
open-ended contract price, a time-and-
materials contract provides no positive
profit incentive to the contractor for
cost control or labor efficiency. There-
fore, each contract must set a ceiling
price that the contractor exceeds at its
own risk. Further, the non-Federal en-
tity awarding such a. contract must as-
sert a high degree of oversight in order
to obtain rea.sonable assursnoe tha.t
the contractor is using efficient meth-
ods and effective cost controls.

(k) The non-Federal entity alone
must be responsible, in accordance
with good adminiBtrative practice and
sound business judgment, for the set-
tlement of all contractual and a.dminis-
tratlve issues arising out of procure-
ments. These issues include, but are
not limited to, source evaluation, pro-
tests, disputes, and claims. These
sta.ndards do not relieve the non-Fed-
eral entity of any contractual respon-
sibilities under its contracts. The Fed-
eral awarding agency will not sub-
stitute its judgment for that of the
non-Federal entity unless the matter is
primarily a Federal concern. Viola-
tions of law will be referred to the
local, state, or Federal authority hav-
ing proper jurisdiction.
['18 FR 78608, Dec. 26, 2013, &8 a.mended at 79
FR 76884,Dec. 19, 2014]

1200.8111 Competition.
(a) All procurement transactions

must be conduoted in a manner pro-
viding full and open competition con-
sistent with the standards of this SBC-

tion. In order to ensure objective con-
tractor performanoe and eliminate un-
fair competitive advantage, contrac-
tors that develop or draft spectnca-
tions, requirements, statements of
work, or invitations for bids or re-
Quests for proposaJs must be excluded
from oompstdng for suoh procurements.
Some of the situations considered to be
restrictive of competition include but
are not limited to:

(1) Placing unreasonable require-
ments on firms in order for them to
Qualify to do business:

2 CFRCh. II (1-1-15 Edition)

(2) Requiring unnecessary experience
and exceBSivebonding:
(8) Noncompet1tive pricing practices

between firms or between affiliated
companies;

(4) Noncompetitive contracts to con-
sultants that are on retainer contracts;

(5) Organizational conflicts of inter-
est;

(6) Specifying only a "brand name"
product instead of allowing "an equal"
product to be offered and describing
the performance or other relevant re-
quirements of the procurement; and

(7) Any a.rbitra.ry actdon in the pro-
curement process.

(b) The non-Federal entity must con-
duct procurements in a manner that
prohibits the use of tltatutorlly or ad-
mIn1stratively imposed state. local. or
tribal geographical preferences in the
evaluation of bids or proposals, except
in those cases where applicable Federal
statutes expressly mandate or encour-
age geographic preference. Nothing in
thiB section preempts state licensing
laws. When contracting for architec-
tural and engineering (AlE) services,
geographIc location may be a selection
criterion provided its application
leaves an appropriate number of quali-
fied firms, given the nature and size of
the project, to compete for the con-
tract.

(c) The non-Federal entity must have
written procedures for procurement
transactions. These procedures must
ensure that all solicitationB:
(1) Incorporate a clear and accurate

description of the technical require-
ments for the material, product, or
service to be procured. Such descrip-
tion must not, in oompetitive procure-
ments, contain features whlch unduly
restrict competition. The description
may include a statement of the quali-
tative nature of the materia.l, product
or service to be procured and, when
necessary. must sst forth those min-
imum essential chara.cteristics and
sta.ndards to which it must conform if
it Is to satisfy its intended use. De-
tailed product speCifications should be
avoided if at 8.11possible. Wben it Is
impractical or uneconomical to make a
clear and accurate description of the
technic8.l requirements, a "brand name
or equivalent" descriptIon may be used
as a means to deftne the performance
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or other saJient requirements of pro-
curement. The specific features of the
named brand which must be met by of-
fers must be clearly stated; and
(2) Identify all requirements which

the otIerors must fulfill and all other
factors to be used in evaluating bids or
proposaJs.
(d) The non-Federal entity must en-

sure that all prequal1!1ed lists of per-
SODS. firms. or products wh1ch are used
in acquiring goods and services are cur-
rent and include enough qualified
sources to ensure maximum open and
free competition. Also. the non-Federal
entity must not preclude potential bid-
ders from qualifYing during the solici-
tation period.
{78 FR 78608, Dec. 26, 2018, a.s amended at 7S
FR 76886, Dec. 19, 2014]

§ 200.820 Methods of procurement to
. be followed.
The non-Federal entity must use one

of the following methods of procure-
ment.
(a) Procurement by micro-purchases.

Procurement by micro-purchase is the
acquisition of supplies or services. the
aggregate dollar amount of which does
not exceed the micro-purchase thresh-
old (§200.67Micro-purchase). To the ex-
tent practioable. the non-Federal enti-
ty must distribute micro-purohases eq-
uitably among qualified suppliers.
Micro-purchases may be awarded with-
out soliciting competitive quotations if
the non-Federal entity considers the
price to be reasonable.
(b) Procurement by small purchase

procedures. Small purchase procedures
are those relatively s1mple and Infor-
mal procurement methods for securing
services. supplies. or other property
that do not cost more than the 81m-
pl1!1edAcquisition Threshold. If small
purchase procedures are used. price or
rate quotations must be obtained 1rom
an adequate number of qualified
sources.
(0) Procurement by sealed bids (for-

mal advertising). Bide are publicly so-
Ucited and a firm fixed price contract
(lump sum or unit price) is awarded to
the responsible bidder whose bid, con-
forming with all the material terms
and conditions of the invitation for
bids, is the lowest in price. The sealed
bid method is the preferred method for

§200.320

proourmg construction. if the condi-
tions in paragraph (c)(l) of this section
apply.
(I) In order for sealed bidding to be

feasible. the following conditione
should be preeent:
(1) A complete. adequate. and real-

istic specification or purchase descrtp-
tion is available;
(it) Two or more responsible bidders

are w1ll1ngand able to compete effec-
tively for the businese; lLDd
(iii) The procurement lends itself to a

firm fixed price contract and the seleo-
tion of the successful bidder can be
made principally on the basis of price.
(2) If sealed bids are used. the fol-

lowing requirements apply:
(1) Bide must be solicited from an

adequate number of known suppliers.
providing them sufficient response
time prior to the date set for opening
the bids. for state. local. and tribal
governments. the invitation for bids
must be publlcally advertised;
(ii) The invitation for bids. which

w1ll Include any specifications and per-
tinent attachments, must define the
items or services in order for the bidder
to properly respond;
(iii) All bids will be opened at the

time and place prescribed in the invita-
tion for bids. and for local and tribal
governments. the bids must be opened
publicly;
(tv) A firm 1'1xedprice oontract award

w11lbe made in writing to the lowest
respons1ve and responsible bidder.
Where specified in bidding documents,
factors such as discounts. transpor-
tation cost, and life cyole ooets must
be cons1dered in determining which bid
is lowest. Payment discounts will only
be used to determine the low bid when
prior experience indicates that such
discounte are usually taken advantage
of; and
(v) Any or all bids may be rejected if

there is a sound documented reason.
(d) Procurement by competitive pro-

posals. The technique of competitive
proposals is normally conducted with
more than one source submitting an
offer. and either a fixed price or cost-
reimbursement type contract is award-
ed. It is generally used when conditions
are not appropriate for the use of
sealed bids. If this method is used, the
following requirements apply:
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(1) Requests for proposals must be
public1zed and identify all eva.luation
factors and their relative importance.
Any response to publicized requests for
proposals must be considered to the
maximum extent practical;
(2) Proposals must be soliCited from

an adequate number of qualified
sources;
(8) The non-Federal entity must have

a written method for conducting tech-
nical evalua.tions of the proposale re-
ceived and for selecting reclplent:B;
(4) Contracts must be awarded to the

responsible firm whose proposa.l is
most advantageous to the program,
with price and other factors consid-
ered; and
(5) The non-Federa.l entity may use

competitive propoeal procedures for
qua.lificat1ons-based procurement of ar-
chltecturalJengineering (AlE) profes-
sional services whereby competitors'
qualifications are evaluated and the
most qualified competitor Is selected,
subject to negotia.tion of fair and rea-
sonable compensation. Tbe method,
where price Is not used as a selection
factor, can only be used in procure-
ment of AlE profellSional services. It
cannot be used to purchase other types
of services though AlE firms are a po-
tential source to perform the proposed
effort.
(e) [Reserved]
(f) Procurement hy noncompetattve

proposals. Procurement by non-
competitive proposals is procurement
through solicitation of a proposal from
only one source and may be used only
when one or more of the following ctr-
cumstances apply:
(1) The item is a.vailable only from a

single source;
(2) The public exigency or emergency

for the requirement will not permit a
delay resulting from competitive solic-
itation;
(3) The Federal awarding agency or

pass-through entity expressly author-
izes noncompetitive proposals in re-
sponse to a written request from the
non-Federal entity; or
(4) After solicitation of a number of

sources, competition is determined in-
adequate.
[78 FR 78608, Dec. 26, 2013, 8.S &mended at '19
FR 75885,Dec. 19. 2014]

2 CFR Ch. II (1-1-15 EdlHon)

f 200.321 Contractin, with emall and
minority buBine-. women'. busi-
DNBeDterpriB" and labor 51U'plWi
area firma.

(a) The non-Federal entity must take
all neoesearv affirmative stepe to a,e-
sure tha.t minority businesses, women's
business enterprises, and labor surplus
area firms are used when possibie.
(b) Affirmative steps must include:
(1) Placing qualified small and mi-

nority businesees and women's business
enterprises on solic1tation lists;
(2) Assuring that small and minority

businesses, and women's business en-
terprises are solicited whenever they
are potential sources;
(3) D1viding total requirements. when

economically feasible. into smaller
tasks or quantities to permit max-
imum participation by small and mi-
nority busmeeeee. and women's busi-
ness enterprises;
(4) Establishing delivery schedules,

where the requirement permits, which
encourage participation by small and
minority businesses, and women's busi-
ness enterprises;
(5) Using the services and assistance,

as appropriate, of such organiza.tioDBas
the Small Businells Admin111trationand
the Minority Business Development
Agency of the Department of Com-
merce; and
(6) Requiring the prime contractor, if

subcontracts are to be let, to take the
affIrma.tive steps listed In paragraphs
(1) through (6) of this section.

§200.822 Procurement of recovered
materials.

A non-Federal entity that is a state
agenoy or agency of a political subdivi-
sion of a state and its contractors must
comply with section 6002of the SoUd
Waste Disposal Act. as amended by the
Resource Conservation and Recovery
Act. The requ1rements of Section 6002
include procuring only items des-
ignated in guidelines of the Environ-
mental Protection Agency (EPA) at 40
CFR part 247 that contain the h1ghest
percentage of recovered.materials prac-
ticable. consistent with mainta.1n1ng a
satisfactory level of competition,
where the purchase price of the item
exceeds $10,000 or the value of the
quantity acquired during the preceding
fiscal yeM exceeded $10,000;procuring
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solid waete management services in a
manner that maximizes energy and re-
source recovery; and establishing an af-
firmative procurement program for
procurement of recovered materials
identified in the EPA guidelines.
[78 FR 78608.Dec. 26. 2013. as amended at 79
FR 76885.Dec. 19. 2OH]

§200.323 Contract cost and price.
(a) The non-Federal entity must per-

form a cost or price analysis in connec-
tion with every procurement action in
excess of the Simpl1ned Acquisition
Threshold Including contract modince-
trone. The method and degree of anal-
ysis is dependent on the fa.cts sur-
rounding the particular procurement
situation. but as a starting point. the
non-Federal entity must make inde-
pendent estimates before receiving bids
or proposals.
(b) The non-Federal entity must ne-

gotiate profit as a separate element of
the price for each contract in which
there is no prioe competition and in all
cases where cost analysis is performed.
To establish a fair and reasonable prof-
it, consideration must be given to the
complexity of the work to be per-
formed, the risk borne by the con-
tractor, the contractor's investment,
the amount of subcontracting, the
quality of its record of past perform-
ance, and Industry pront rates in the
surrounding geographical area for
simllar work.
(c) Costs or prices based on estimated

costs for contracts under the Federal
award are allowable only to the extent
that costs incurred or cost estimates
included in negotiated prices would be
allowable for the non-Federal entity
under Subpart E-COBt Principles of
this part. The non-Federal entity may
reference its own cost principles that
comply with the Federal cost prin-
ciples.
(d) The cost plus a percentage of cost

and percentage of construction cost
methods of contracting must not be
used.

§200.324 Federal aw~ agency or
pa••.throulfh eDtity reVIew.

(a) The non-Federal entity must
make available, upon request of the
Federal awarding agency or pass-
through entity, teohnical specinca-

§200.324

tions on proposed procurements where
the Federal awarding agency or pass-
through entity believes such review is
needed to ensure that the item or serv-
ice specif1ed is the one being proposed
for a.cquisition. This review generally
will take place prior to the time the
specification is incorporated into a so-
licitation dooument. However. if the
non-Federal entIty desires to have the
review accomplished alter a solioita-
tion has been developed, the Federal
awarding agency or pass-through enti-
ty may still review the speoifications,
with such review usually limited to the
technical aspeots of the proposed pur-
chase.
(b) The non-Federal entity must

make avallable upon request, for the
Federal awarding agency or pass-
through entity pre-procurement re-
view, procurement documents, such as
requests for proposals or invitations
for bids. or independent cost estimates,
when:
(1) The non-Federal entity's procure-

ment procedures or operation fails to
comply with the procurement stand-
ards in this part;
(2) The procurement is expected to

exceed the Simplified Acquisltion
Threshold and is to be awarded without
competit1on or only one bid or offer is
received in response to a solicitation;
(3) The procurement, whioh is ex-

pected to exoeed the Simpllned Acqui-
sition Threshold. Bpecifies a "brand
name" product;
(4) The proposed contraot is more

than the Simplified Acqutattton
Threshold and is to be &warded to
other than the apparent low bidder
under a sealed bid proourement; or
(6) A proposed contract modification

changes the scope of a oontract or in-
creases the contract amount by more
than the Simplified Acquisition
Threshold.
(c) The non-Federal entity is exempt

from the pre-procurement review in
paragraph (b) of this section if the Fed-
eral awarding agency or pass-through
entity determines that its procurement
systems comply with the standards of
this part.
(1) The non-Federal entity may re-

quest that its procurement system be
reviewed by the Federal awarding
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agency or pass-through entity to deter-
mine whether its system meets these
standards in order for its system to be
certified, Generally, these reviews
must occur where there is continuous
high-dollar funding, and third party
contracts are awarded on a regular
basil!;

(2) The non-Federal entity may self-
certify its procurement system. Such
self-certifioation must not limit the
Federal awarding agency's right to sur-
vey the system. Under a self-certif1-
cation procedure, the Federal awarding
age!lcy !Jl!!.yrely on written aesurancee
from the non-Federal entity that it is
complying with these standards, The
non-Federal entity must cite specific
policies, procedures, regulations, or
standards as being in compliance with
these requirements and have its system
available for review. '

t 200.825 Bonding requirements.
For construction or facility improve-

ment contracts or subcontracts exceed-
ing the Simplified Acquisition ThreSh-
old, the Federal awarding agency or
pass-through entity may accept the
bonding policy and requirements of the
non-Federal entity provided that the
Federal awarding agency or pass-
through ent1ty has made & determina-
tion that the Federal interest is ade-
quately protected. If such a determina-
tion has not been made, the minimum
requirements must be as follows:

(a) A bid guarantee from each bidder
equivalent to five percent of the bid
price. The "bid guarantee" must con-
sist of a firm oommitment such as a
bid bond, certified check, or other ne-
gotiable instrument accompanying a.
bid as aasaranee that the bidder will.
upon acceptance of the bid, execute
such contractual documents as may be
required within the time specified.

(b) A performance bond on the part of
the contractor for 100 percent of the
contract price. A "performance bond"
is one executed in connection with a.
contract to secure fulfillment of &11the
contractor's obligations under such
contract.

(c) A payment bond on the part of the
contractor for 100 percent of the con-
tract price. A "payment bond" is one
executed in connection with a contraot
to assure payment as required by law

2 CfR en, n (1-1-15 EdRlon)

of all persons supplying labor and ma-
terialin the execution of the work pro-
vided for in the contract.

§200.326 Contract provinoDS.
The non-Federal entity's contracts

must contain the applicable provisions
described in Appendix II to Part 200-
Contract Provisions for non-Federal
Entity Contracts Under Federal
Awards.

PERFORldANCE AND FINANCIAL
MOJ>.Tl'ORINGAND REPORTING

§200.327 Financial reporting,
Unlees otherwise approved by OMB,

the Federal awarding agency may so-
licit only the standard, OMB-approved
governmentwide data elements for col-
lection of financia.l information (at
time of pubUcation the Federa.l Finan-
cial Report or such future collections
as may be approved by OMBand listed
on the OMB Web site). Tbis informa-
tion muet be collected with the fre-
quency required by the tarms and con-
ditions of the Federal award, but no
less frequently than annually nor more
freQuently than quarterly except in un-
usual circumstances, for example
where more frequent reporting is nec-
essary for the effective monitoring of
the Federal award or could signifi-
cantly affeot program outcomes, a.nd
preferably in coordination with per-
formance reporting.

200.828 MoDitoriDCand reporting pro-
gram performance.

(a) Monitoring bll the non-Federal enti-
ty. The non-Federal entity is respon-
sible for overstgbt. of the operations of
the Federal award Bupported activ1ties.
The non-Federal ent1ty must monitor
its activities under Federal awards to
assure compl1ance with appl1cable Fed-
eral requirements and performance ex-
pectations are being acbieved. Moni-
toring by the non-Federal entity must
cover each program, function or activ-
ity. See also §200.3S1 Requirements for
pass-througb entities.

(b) Non-ccmstrnction performance re-
ports. The FederaJ' awarding agency
muet use standard, OMB-approved data
elements for collection of performance
information (including performance
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progress reports, Research Perform-
ance Progress Report, or such future
collections as may be approved by OMB
and listed on the OMB Website).

(1) The non-Federal entity must sub-
mit performance reports at the inter-
val required by the Federal awarding
agency or pass-through entity to best
inform improvements in program out-
comes and product1vity. Intervals must
be no less frequent than annually nor
more frequent than quarterly except in
unusual circumstances, for example
where more frequent reporting is nec-
essary for the effective monitoring of
the Federal award or could signifi-
cantly affect program outcomes. An-
nual reports must be due 90 calendar
days after the reporting period; quar-
terly or semiannual reports must be
due 30 calendar days after the report-
ing period. Alternatively, the Federal
awarding agenoy or pass-through enti-
ty may require annual reports before
the anniversary dates of multiple year
Federa.l awards. The final performance
report w11l be due 90 calendar days
after the period of performance end
date. If a just1f1ed request is submitted
by a non-Federal entity. the Federal
agency may extend the due date for
any performance report.

(2) The non-Federal entity must sub-
mit performance reports using OMB-
approved governmentwide standard in-
formation oollections when providing
performance information. As appro-
priate in accordance with above men-
tioned information collections, these
reports will contain, for each Federal
award, brief informat.ion on the fol-
lowing unless other collections are ap-
proved by OMB:

(1) A comparison of actual accom-
plishments to the objectives of the
Federal award established for the pe-
riod. Where the accomplishments of
the FederaJ award can be quantified, a
computation of the cost (for example,
related to units of accomplisbment)
may be required if that information
will be useful. Where performance
trend data and analysis would be in-
formative to the Federal awarding
agency program. the Federal awarding
agency should include this as a per-
formance reporting requirement.

(ii) The reasons why established
goals were not met, if appropriate.

§2oo.329

(iii) Additional pertinent information
including, when appropriate, analysis
and explanation of cost overruns or
high unit costs.

(c) Construction performance reports.
For the most part, onsite technical in-
spections and certified percentage of
completion data are relied on heavily
by Federal awarding agencies and pass-
through entities to monitor progress
under Federal awards and subawards
for construction. The Federal awarding
agency may require additional per-
formance reports only when considered
neceesa.ry.

(d) Significant developments. Events
may occur between the scaednled per-
formance reporting dates tha.t have sig-
nificant impact upon the supported ac-
tivity. In such cases, the non-Federal
entity must inform the Federal •.ward-
ing agency or pass-through entity as
Boon as the following types of condi-
tions become known:

(1) Problems. delays. or adverse con-
ditions which will materla.lly impair
the ability to meet the objective of the
Federal award. This disclosure must in-
clude a statement of the action taken.
or contemplated, and any assistance
needed to resolve the situation.

(2) Favora.ble developments which en-
able meeting time schedules and objec-
tives sooner or at less cost than antioi-
pated or producing more or different
benel1cial results than originally
planned.

(e) The Federal awarding agency may
make site visits as waITanted by pro-
gram needs.

(f) The Federal awarding agency may
waive any performance report required
by this part if not needed.

§ 200.329 Reporting on real property.
The Federal awarding agency or pass-

through entity must require a non-Fed-
eral entity to submit reports at least
annually on the status of real property
in which the Federal Government re-
tains an interest, unless the Federal in-
terest in the real property extends 15
years or longer. In those instances
where the Federal interest attached is
for a period of 15 years or more. the
Federal awarding agency or pass-
through entity. at its option. ma.y re-
quire the non-Federal entity to report
at various multi-year frequencies (e.g.•
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every two years or every three years,
not to exceed a five-year reporting pe-
riod; or &.Federal &.warding&.gencyor
pass-through entity m&.yrequire an-
nual reporting for the first three ye&.rs
of a Federal award a.nd thereafter re-
qu1re reporting every five yeaI'll).

SUllRECIPIENT MONITORING AND
MANAGlIMENT

§200.330 Subrecipient and contractor
determinations,

The non-Federal entity may concur-
rently receive Federal awards as 2 re-
cipient, a subrecipient, a.nd a con-
tractor, depending on the substance of
its agreements with Federal &.warding
agencies and p&BIl-through entities.
Therefore, a pa.8a-through entity must
make case-bv-caee determinations
whether each agreement it makes for
the disbursement of Federal program
funds casts the party receiving the
funds in the role of &.subrecipient or a
contractor. The Federal awarding
agency may supply a.nd require recipi-
ents to comply with additional guid-
ance to support these determinations
provided such guida.nce does not con-
flict with this section.
(a) SubreciptentB. A subaward is for

the purpose of carrying out a portion of
a Federal award a.nd creates a Federal
aBllistance relationship with the sub-
recipient. See §200.92 Subaward. Ch&.r-
acteristics which support the classi-
fication of the non-Federal entity as a.
subreclpient include wben the non-Fed-
eral entity:
(1) Determines who is eligible to re-

ceive what Federal assist&.nce;
(2) Has its performa.nce measured in

relation to whether objectives of a Fed-
eral program were met;
(3) Has responsib1l1ty for pro-

grammatiC decision making;
(4) Is responsible for adherence to ap-

plicable Federal program requirements
spectned in the Federal award; a.nd
(5) In accordance with its agreement,

uses the Federal.funds to carry out a
program for a public purpose Ilpecified
in a.uthorizing statute, as opposed to
providing goods or services for the ben-
efit of the pase-througb entity.
(b) Contractors. A contract is for the

purpose of obtaining goods and services
for the non-Federal entity's own use

2 CFR Ch. II (1-1-15 Edition)

and creates a procurement relationship
with the contractor. See 1200.22 Con-
tract. Characteristics indicative of a
procurement relatiOnship between the
non-Federal entity and a contractor
are when the non-Federal entity re-
ceiving tbe Federal funds:

(1) Provides tbe goods and services
within normal business operations;
(2) Provides similar goods or services

to many different purchasers;
(3) Normally operates in a competi-

tive environment;
(4) Provides goods or services that

are anc1lle..."Yto the operation of the
Federal program; and
(5) Is not subject to compliance re-

qutrements of the Federal program as a
result of the agreement, though simlIar
requirements may a.pply for other rea-
SODS.

(c) Use of judgment in making deter-
mination. In determining whether an
agreement between a pass-througb en-
tity and a.nother non-Federal entity
casts tbe latter as a 8ubreciplent or a
contractor, the substance of tbe rela-
tiOnship is more important tba.n the
form of tbe agreement. All of tbe char-
acteristics listed above may not be
present in all cases, and tbe pass-
through entity must use judgment in
cl&8B1{y1ngeach agreement as a
subaward or a procurement contract.

§200.831 Requirements for paBS-
through entitles.

All pass-through entities must:
(8.) Ensure that every subaward Is

clearly identified to tbe subrecipient as
a subaward and includes the following
information at the time of the
suba.ward and if a.ny of tbese data ele-
ments cha.nge, include the changes in
subsequent subaward modification.
When some of this information is not
available, the pa.sa-througb entity
must provide the best information
available to describe tbe Federal a.ward
and subaward. Required information
includes:
(1)Federal Award Identification.
(i) Subrecipient name (whicb must

match the name associated w1th its
unique entity identifier);
(11) Subreciplent's unique entity

identifier;
(iii) Federal Award Identification

Number (FAIN);
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(iv) Federal Award Date (see 1200.89
Federal award date);
(v) Subaward Period of Performance

Start and End Date;
(vi) Amount of Federal Funds Obli-

gated by this action;
(vl1) Total Amount of Federal Funds

Obligated to the subrecipient;
(viii) Total Amount of the Federal

Award;
(ix) Federal award project descrip-

tion, as required to be responsive to
the Federal Funding Accountability
and Tra.n8pe.rencyAct (FFATA);
(x) Name of Federai awarding agency,

pa88-through entity, and contact infor-
mation for awarding orncial,
(xi) CFDA Number and Name; the

pasa-through entity must identify the
dollar amount made available under
each Federal award and the CFDA
number at time of disbursement;
(xii) Identification of whether the

award is R&D;and
(xiii) Indirect cost rate for the Fed-

eral award (including if the de minimis
rate Is charged per §200.414 Indirect
(F&A)costs).
(2) All requirements imposed by the

pass-through entity on the sub-
recipient so that the Federal award is
used in accordance with Federal stat-
utes, regula.tlons and the terms and
conditions of the Federal award.
(8) Any additional requirements that

the pass-through entity imposes on the
subrecipient in order for the pass-
through entity to meet its own respon-
sibility to the Federal awarding agency
including identification of any required
Dnancial and performance reports;
(4) An approved federally recognized

indirect cost rate negotiated between
the subrecipient and the Federal Gov-
ernment or, if no such rate exists, ei-
ther a rate negotiated between the
pass-through entity and the sub-
recipient (In compliance with this
part), or a de minimis indirect cost
rate as defined In 5200.414 Indirect
(F&A) costs, paragraph (0 of this part.
(5) A requirement that the sub-

recipient permit the pass-through enti-
ty and auditors to have access to the
subrecipient's records and financial
statements as necessary for the pass-
through entity to meet the require-
ments of this part; and

§200.331

(6) Appropriats terms and conditions
concerning closeout of the subaward.
(b) Eva.luate each subrectpfenu's risk

of noncompliance with Federal stat-
utes, regulations, and the terms and
conditions of the subaward for purposes
of determining the appropriate sub-
recipient monitoring described in para-
graphs (d) and (e) of this section, which
may include consideration of such fac-
tors as:
(1) The Bubrecipient's prior experi-

ence with the same or similar sub-
awards;
(2) The results of previous audits in-

cluding whether or not the sub-
recipient receives a Single Audit in ac-
cordance with Subpart F-Audlt Re-
quirements of this part, and the extent
to which the same or similar subaward
has been audited as a major program;
(8) Whether the subrecipient has new

personnel or new or substantially
changed systems; and
(4) The extent and results of Federal

awarding agency monitoring (e.g., if
the subreciptent also receives Federal
awards directly trom a Federal award-
ing agency).
(c) Consider imposing specific

subaward conditions upon a sub-
recipient if appropriate as described in
§200.207 Spec111cconditions.
(d) Monitor the activities of the sub-

recipient as necessa.ry to ensure that
the subaward Is used for authorized
purposes, in compliance with Federal
statutes, regulations, and the terms
and conditions of the subaward; and
that subaward performance goals are
achieved. P&Il8-through entity moni-
toring of the subrecipient must in-
clude:
(1) Reviewing financial and perform-

ance reports required by the pass-
through entity.
(2) Following-up and ensuring that

the subrecipient takes timely and ap-
propriate action on all deficiencies per-
taining to the Federal award provided
to the subrecipient .£rom the pass-
through entity detected through au-
dits, on-site reviews, and other means.
(3) Issuing a management decision for

audit findings pertaining to the Fed-
eral award provided to the subrecipient
from the pass-through entity as re-
quired by §200.621 Management deci-
sion.
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(e) Depending upon the pass-through
entity's assessment of risk posed by
the subrecipient (as described in para-
graph (b) of this section), the following
monitoring tools may be useful for the
pass-through entity to ensure proper
accountability and compl1ance with
program requirements and achieve-
ment of performanoe goals:
(1) Providing subrecipients with

training and technical assistanoe on
program-related matters; and
(2) Performing on-site reviews of the

subrecipient's program operations;
(3) Arranging for agreed-upoD-prooe-

dures engagements as described in
§200.425 Audit servtces.
(f) Verify that every subrecipient is

audited as required by Subpart F-
Audit Requirements of this part when
it is expected that the subrecipient's
Federal awards expended during the re-
spective f1scalyear equaled or e~ceeded
the threshold set forth in 1200.501 Audit
requirements.
(g) Consider whether the results of

the subrecipient's audits, on-Bite re-
views, or other monitoring indicate
conditione that neoessitate adjust-
mente to the pa.ss-through entity's own
records.
(h) Consider taking enforcement ac-

tion against noncompliant subrectpi-
ents as described in §2oo.338 Remedies
for noncompliance of this part and in
program regulations.
[7B FR 786Oll.Dec. 26. 2013, as a.mended at 79
FR 75885.Dec.19,2014]

t 200.382 Fixed amount Bubawarda.
With prior written approval from the

Federal awarding agenoy, a pass-
through entity ma.y prov1de subawards
based on fixed amounts up to the Slm-
p11fiedAcquisition Threshold, prov1ded
that the subawards meet the require-
ments for fixed amount awards in
§200.201 Use of grant agreements (in-
cluding fixed amount awards), coopera-
tive agreements, and contracts.

RECORD RETENTION AND ACCESS

§ 2OO.3SS Retention requireJlUlDts for
records.

Financial records, supporting docu-
ments, statistical records, and all
other non-Federal entity records perti-
nent to a Federal award must be re-

2 CFR Ch. II (H-15 EdItion)

tamed for a period of three yea.rs from
the date of submission of the final ex-
penditure report or, for Federal awards
that are renewed quarterly or annu-
ally, from the date of the submission of
the quarterly or annual financial re-
port, respeotively, as reported to the
Federal awarding agency or pass-
through entity in the case of a sub-
recipient. Federal awarding agenoles
and pass-through entities must not im-
pose any other record retention re-
quirements upon non-Federal entities.
The only exceptions are the following:

(a) If any litigation. claim, or a.udit
ie started before the expiration of the
3-year period, the records must be re-
tained until all litigation, claims. or
audit findings Involv1n.g the records
have been resolved and fina.l action
taken.
(b) When the non-Federal entity is

notified in writing by the Federal
awarding agency, cognizant agency for
audit, oversight agency for audit, cog-
n1za.nt agency for indireot costs, or
pass-through entity to extend the re-
tention period.
(c) Records for rea) property and

equipment acquired with Federal funds
must be retained for 3 years after final
disposition.
(d)When records are transferred to or

maintained by the Federal awarding
agency or pass-through entity, the S-
year retention requirement is not ap-
plicable to the non-Federal entity.
(e) Records for program income

transactions after the period of per-
formance. In some cases recipients
must report program income after the
period of performance. Where there is
suob a. requirement, the retention pe-
riod for the records pertaining to the
earning of the program income starts
from the end of the non-Federal enti-
ty's fiscal year in whiob the program
income is earned.
(f) Indirect cost rate proposals and

cost allocations plans. This paragraph
applies to the following types of doou-
ments and their supporting records: in-
direct cost rate computations or pro-
posals, cost allocation plans, and any
similar accounting computations of
the rate at which a particular group of
coets is ohargeable (such as computer
uaage ohargeback rates or composite
fringe benefit rates).
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(1) If submitted for negotiation. If the
proposal, plan, or other computation is
required to be submitted to the Federal
Government (or to the pass-tbrough
entity) to lorm the basIs for negotia-
tion of the rate, then the S-year reten-
tion period for its supporting records
starts from the date of such submts-
sion.

(2) If not submItted for negotiation. If
the proposal, plan, or other computa-
tion is not required to be submitted to
the Federal Government (or to the
paBS-through entity) for negotiation
purposes, then the :I-year retention pe-
riod for the proposal, plan, or computa-
tion and 1ts supporting records starts
from the end of the fiscal year (or
other accounting period) covered by
the proposal, plan, or other computa-
tion.

§200.334 Req1lllllt8 for transfer of
reeords.

The Federal awarding agency must
request transfer cf certain records to
its custody from the non-Federal enti-
ty when it determines that the records
POBSeBlllong-term retention value.
However, in order to avoid duplicate
recordkeeping, the Federal awarding
agency may make arrangements for
the non-Federal entity to retain any
records that are continuously needed
for joint use.

t 200.336 Methods for collection, trans·
mi88iOD and II&orage of iDfoJ'DUltioD.

In accordance with the May 2018 Ex-
ecutive Order on Making Open and Ma-
chine Readable the New Default for
Government Information, the Federal
awarding agency and the non-Federal
entity should, whenever practicable,
collect, transmit, and store Federal
award-related information in open and
machine readable formats rather than
in closed formats or on paper. The Fed-
eral awarding agency or p&88-through
entity must always provide or accept
paper versions of Federal award-related
information to and from the non-Fed-
eral entity upon request. If paper cop-
ies are submitted, the Federal award-
ing agency or pasa-through entity must
not require more than an original and
two copies. When original records are
electronic and cannot be altered, there
Is no need to create and retain paper

§200.337

copies. When original records are
paper, electronic versions may be sub-
stituted through the use of duplication
or other forms of electronic media pro-
vided that they are subject to periodic
quality control reviews, provide rea-
sonable eafeguards against alteration,
and remain readable.

§200.336 Access io record8.
(a) Records of non-Federal entities.

The Federal awa.rd1ng agency, Inspec-
tors General, the Comptroller General
of the Un1ted States, and the pass-
through entity, or any of their author-
ized representatives, must have· the
right of aCOBll8to any documents, pa-
pers, or other records of the non-Fed-
eral entity which are pertinent to the
Federal award, in order to make au-
dits, examinations, excerpts, and tran-
scripts. The right also includes timely
and reasonable access to the non-Fed-
eral entity's personnel for the purpose
of interview and dtscuaeton related to
suoh documents.
(b) Only under extraordinary and

rare circumstancee would such access
include review of the true name of vic-
timB of a crime. Routine monitoring
cannot be considered extraordinary and
rare circumstances that would neces-
sitate access to this information. When
&CC9B8 to the true name of victims of a
crime is necessary, appropriate steps to
protect this sensitive information must
be taken by both the non-Federal enti-
ty and the Federal awarding agency.
.AJJ.ysuch access, other than under a
court order or subpoena pursuant to a
bona fide confidential investigation,
must be approved by the head of the
Federal a.warding agency or delegate.
(c) Expiration of right of access. The

rights of access in this section are not
limited to the required retention pe-
riod but last as long as the records are
retained. Federal awarding agencies
and pass-thr-ough entities must not im-
pose any other access requirements
upon non-Federal entities.

§200.337 RestrictioDS OD public access
to records.

No Federal awarding agency may
place restrictions on the non-Federal
entity that l1mlt public access to the
records of the non-Federal entity perti-
nent to a Federal award, except for
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protected personally identifiable Infor-
matdon (PIl) or when the Federal
awarding agency can demonstrate that
such reoords will be kept oonfidential
and would have been exempted tram
disclosure pursuant to the Freedom of
Information Act (5 U.S.C. 552) or con-
trolled uncl&8Sifiedinformation pursu-
ant to Executive Order 13556 if the
records had belonged to the Federal
awarding agency. The Freedom of In-
formation Act (5 U.S.C. 652) (FOU)
does not apply to those reoords that re-
main under a non-Federal entity's con-
trol except as required under §200.315
Intangible property. Unless required by
Federal, state, local, and tribal stat-
ute, non-Federa.l entities are not re-
quired to permit public access to their
records. The non-Federal entlty's
records provided to a Federal agency
generally will be subject to FOIA and
applicable exemptions.
['18 FR 78608, DBC. 26, 2018. as amended at 79
FR 76886, Dec. 19, 2014]

REMEDIES FOR NONCOMPLIANCE

§200.338 Remedies for noncomplillDce.
If a non-Federal entity fa.ils to com-

ply with Federal statutes, regulations
or the terms and condltions of a Fed-
eral award, the Federal awarding agen-
cy or pass·through ent1ty may impose
additional conditIons, as described in
§200.207 Specific condltions. If the Fed-
eral awarding agency or pass-through
entlty determines that noncompliance
cannot be remedled by 1mpos1ngaddi-
tionaJ conditions, the Federal award1ng
agency or pass-through entity may
take one or more of the following ac·
trona, as appropriate in the cir-
cumstances:
(a) Temporarily withhold cash pay-

ments pending correction of the defi·
ctencz by the non-Federal entity or
more severe enforcement action by the
Federal awarding agency or pass-
through entity.
(b) Disallow (that is, deny both use of

funds and any applicable matchlng
credit for) all or part of the cost of the
activity or actaon not 1ncompliance.
(e) Wholly or partly suspend or ter-

minate the Federal award.
(d) Initiate suspension or debarment

proceedings as authorized under 2 eFR
part 180 and Federal awarding agency

2 CFR Ch. II (1-1-15 Edition)

regulations (or 1n the case of a pass-
through entity, recommend such a pro-
ceeding be initlated by a Federal
a.warding a.gency).
(e) Withhold further Federal awards

for the project or program.
(f) Take other remedles that may be

legally availa.ble.

t 200.339 Termination.
(a) The Federal award may be termi-

nated 1nwhole or 1npart as follows:
(1) By the Federal awarding agency

or pass-through entity, if a non-Fed-
eral entlty falls to comply with the
terms and conditions of a Federal
a.ward;
(2) By the Federal awarding agency

or pass-through entity for cause;
(3) By the Federal awarding agency

or pass-through entity with the con-
sent of the non-Federal entlty, In
which case the two parties must agree
upon the termination conditions, in-
cluding the effectlve date and, In the
case of partiaJ termina.tion, the portion
to be term1nated; or
(4) By the non-Federal entity upon

senci1ngto the Federal awarding llogen-
cy or pass-through entity written noti-
fication setting forth the reasons for
such termination. the effective date,
and, in the case of partial termination,
the portion to be terminated. However,
if the Federal awarding agency or pass-
through entity determines 1n the case
of partial termination that the reduced
or modified portion of the Federal
award or subaward will not accomplish
the purposes for which the Federal
award was made, the Federal awarding
agency or pass-through entity may ter-
minate the Federal award 1n Its en-
tirety.
(b) When a Federal award is termi-

nated or partially term1nated, both the
Federal awarding agency or pass-
through entity and the non-Federal en-
tity remain responsible for compliance
with the requirements in §§2OO.343
Closeout and 200.344 Post-closeout ad-
justments and cont1nulng responsibil-
ities.

1200.340 Notification 01 terminatioD
requirement.

(a) The Federal agency or pass-
through entity must provide to the
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non-Federal entity a notice of termi-
nation.
(b) If the Federal award is terminated

for the non-Federal entity's failure to
comply with the Federal statutes, reg-
ulations, or terms a.nd conditions of
the Federal award, the notification
must state that the termination deci-
sion may be considered in evaluating
future applications received from the
non-Federal entity.
(c) Upon termination of a Federal

award, the Federal awarding agency
must provide the information required
under FFATA to the Federal Web site
established to fulfill the requirements
of FFATA, and update or notify a.ny
other relevant governmentwlde sys-
tems or entities of any indications of
poor performance as required by 41
U.S.C. 417band 31 U.S.C. 3321and im-
plementing guidance at 2 CFR part 'r1
(forthcoming at time of publ1cation).
See also the requirements for Suspen-
sion a.ndDebs.rment at 2 CFR part 180.

[78 FR 78608, Dec.26, 2013, a.s amendeda.t 79
FR '5885, Dec.19.2014]

t 200.841 ()pportunHies to object, hear·
iDp aDd appeal&.

Upon taking a.ny remedy for non-
compl1ance, the Federal awarding
agency must provide the non-Federal
entity an opportunity to object and
provide' information a.nd dooumenta-
tion challenging the suspension or ter-
mination action, in acoorda.nce with
written processea a.nd procedures pub-
lished by the Federal awarding agency.
The Federal awarding agency or pass-
through entity must comply with any
requirements for hearings, appeals or
other administrative proceedings to
which the non-Federal entity is enti-
tled under any statute or regulation
applicable to the action involved.
[78 FR '11l608.Dec.26,2013,as amendedat '19
FR 75885, Dec.19,2014]

§200.842 Effects of luspeDllion and ter-
mination.

Costs to the non-Federal entity re-
sulting Cram obligatione incurred by
the non-Federal entity during a sus-
pension or after termination of a Fed-
eral award or subaward are not allow-
able unless the Federal awarding agen-
cy or pass-through entity expressly au-
thorizes them in the notice of suspen-

§200.343

sion or termination or subsequently.
However, coate during suspension or
after termination are allowable if:
(a) The costs result from obligations

which were properly incurred by the
non-Federal entity before the effective
date of suspension or termina.tion, are
not in anticipation of it; and
(b) The costs would be allowable if

the Federal award was not suspended
or expired normally at the end of the
period of performance in which the ter-
mination takes effect.

CLoSEOUT

1200.343 CloHOut.
The Federal awarding agency or p8.8B-

through entity will close-out the Fed-
eral award when it determines that all
applicable administrative actions and
all required work of the Federal award
have been completed by the non-Fed-
eral entity. This section speCifies the
actions the non-Federal entity and
Federal awarding agency or pass-
through entity must take to complete
this process at the end of the period of
performance.
(a) The non-Federal entity must sub-

mit, no la.ter than 90 calendar days
after the end date of the period of per-
formance, all financial, performanoe,
and other reports as required by the
terms and conditions of the Federal
award. The Federal awarding agency or
pass-through entity may approve ex-
tensions when requested by the nOD-
Federal entity.
(b) Unless the Federal awarding agen-

cy or pass-through entity authorizes an
extension, a non-Federal entity must
liquidate all obligations incurred under
the Federal award not later than 90
calendar days after the end date of the
period of performance as spec1f1ed in
the terms and conditions of the Federal
a.ward.
(0) The Federal awarding agency or

pass-through entity must make prompt
payments to the non-Federal entity for
allowable reimbursable costs under the
Federal award being closed out.
(d) The non-Federal entity must

promptly refund any balances of unob-
ligated cash that the Federal awarding
agency or pass-through entity paid in
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advance or paid a.nd tha.t are not au-
thorized to be retained by the non-Fed-
eral entity for use in other projects.
See OMB Circular A-129 and see
§200.345Collection of amounts due, for
requirements regarding unreturned
amounts that become del1nquent debts.
(e) Consistent with the tenns and

conditions of the Federal award. the
Federal awarding agency or pass-
through entity must make a. settle-
ment for any upward or downward ad-
justments to the Federal share of oosts
after closeout reports are received.
(!) The non-Federal entity must ac-

count for any real and personal prop-
erty aoquired with Federa.l funds or re-
ceived from the Federa.l Government in
a.ocordance with §§2OO.310Insura.nce
coverage through 200.316Property trust
relationship and 200.329Reporting on
real property.
(g) The Federal awarding agency or

pass-through entity should complete
all closeout actions for Federal awards
no later than one year after receipt and
acceptance of all required final reports.
(78 FR 78608. Dec. 26. 2013. ILl! amendedat 79
FR 76886.Dec. 19, 2014]

POST-CLoSEOUT ADJUSTMENTS AND
CONTINUING RESPONSIBILITIES

§200.344 Poat-cloeeout ad.i1l8tments
end CODtiDuing respoDllibilities.

(a) The closeout 01 a Federa.l award
does not a.ffect any of the following:
(1)The right of the Federa.l awarding

agency or pass-through entity to dis-
a.1lowcosts and recover funds on the
basis of a later audit or other review.
The Federal a.warding agency or pass-
through entity must ma.ke any cost
dieallowance determina.tion and notify
the non-Federa.l entity within the
record retention period.
(2) The obligation of the non-Federal

entity to return any funds due as a re-
sult of later refunds. correotions. or
other transactions inoluding final indi-
rect cost rate adjustments.
(3) Audit requirements in Subpa.rt

F-Audit Requirements of this part.
(4) Property management and dis-

poeition requirements in Subpart D-
Post Federal Award Requirements of
this part. "200.310 Insurance Coverage
through 200.316Property trust relation-
ship.

2 CFRCh. II 0-1-15 Edition)

(5) Records retention as required in
Subpart D-Post Federal Award Re-
quirements of this part. §§200.333Re-
tention requirements for records
throngh 200.33'7Restrictions on public
access to records.
(b) After closeout of the Federal

award. a relationship oreated under the
Federal award may be mod1f1ed or
ended in whole or In part with the con-
sent of the Federal awarding agency or
pass-through entity and the non-Fed-
era.l entity, provided the responsibil-
ities of the non-Federal entity referred
to in paragraph (a) of this section, in-
cluding those for property management
as applicable, are considered and provi-
sions made for continuing responsibil-
ities of the non-Federa.l entity. as ap-
propriate.
[78 FR 78608. Dec. 26. 2018, &II amended at 79
FR 75886, Dec. 19, 2014]

COLLECTION OF AMOUNTSDUE

§200.346 Collection of amounts due.
(a) A:IJ.yfunds paid to the non-Federal

entity in excess of the amount to
which the non-Federal entity is fina.lly
determined to be entitled under the
terms of the Federal award constitute
a debt to the Federal Government. If
not paid within 90 calendar dayS after
demand. the Federal awarding agency
may reduce the debt by:
'(l) Making an administrative offset

aga1nst other requests for re1mburse-
ments;
(2) Withholding advance pa.yments

otherwise due to the non-Federal enti-
ty;or
. (3)Other action permitted by Federa.l
statute.
(b) Except where otherwise provided

by statutes or regulations, the Federal
awarding agency will charge interest
on an overdue debt In accordance with
the Federal Claims Collection Stand-
ards (81 CFR parts 900through 999).The
date from which intereet is computed
is not extended by litigation or the fil-
ing of any form of appeal.
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Subpart E-Cost Principles

GENERAL PROVISIONS

f 200.400 Polley guide.
The applioation of these cost prin-

ciples Is based on the fundamenta.l
premises that:
(a) The non-Federal entity is respon-

sible for the efficient and effective ad-
m1nistration of the Federal award
through the appl1catlon of sound man-
agement practices.
(b) The non-Federal entity a.esumes

responsibility for administering Fed-
eral funds in a manner consistent with
underlying agreements. program objec-
tives, and the terms and conditions of
the Federal award.
(c) The non-Federal entity, in rec-

ognition of its own unique combination
of staff, facilities, and experience, has
the primary responsib1l1ty for employ-
ing whatever form of sound orga.n1za-
tion and management techniques may
be necessary in order to assure proper
and efficient administration cf the
Federal award.
(d) The application of these cost prin-

ciples should require no significant
changes in the internal accounting
policies and practices of the non-Fed-
eral entity. However, the accounting
practices of the non-Federal entity
must be consistent with these cost
principles and support the accumula-
tion of costs as required by the prin-
ciples. and must provide for adequate
documentation to support costs
charged to the Federal award.
(e) In reviewing, negotiating and ap-

proving cost allocation plans or indi-
rect cost propoeals, the cognizant agen-
cy for indirect costs should generally
aseure that the non-Federal entity is
applying these cost accoun ting prin-
ciples on a consistent basis during
their review and negotiation of Indirect
cost proposals. Where wide variations
exist in the treatment of a given cost
Item by the non-Federal entity, the
reasonableness and equity of such
treatments should be fully considered.
See §200.56Indirect (fac1litles & admin-
Istrative (F&A» costs.

(!) For non-Federal entities that edu-
cate and engage students in research.
the dual role of students &B both train-
ees and employees (including pre- and

1200.401

post-doctoral stam contributing to the
completion of FederaJ awards for re-
search must be recognized In the appli-
cation of these principles.
(g) The non-Federal entity may not

earn or keep any profit resulting from
Federal financial &S8istance,unlees ex-
pl1citly authorized by the terms and
conditions of the Federal award. See
also §200.307Program income.
[78 FR '18608,Dec. 26. 2013, &.8 amendedat 79
FR 76885,Dec. 19. 2014]

t 200.401 Application.
(a) General. These principles must be

used in determining the allowable costs
of work performed by the non-Federal
entity under Federal awards. These
principles also must be used by the
non-Federal entity as a guide in the
pricing of fixed-price contracts and
subcontraots where costs are used in
determining the appropriate price. The
principles do not apply to:
(1) Arrangements under which Fed-

eraJ financing is in the form of loans,
soholarships, fellowships. traineeships.
or other fixed amounts based on such
items as education eJlowance or pub-
lished tuition rates and fees.
(2) For IHEs, capItation awards,

which are awards based on case counts
or number of beneficiaries aocording to
the terms and connrtaons of the Federal
award.
(8) Fixed amount awards. See also

Subpart A-Acronyms and Definitions,
§§200.45 Fixed amount awards and
200.201Use or grant agreements (tnclud-
1ng fixed amount awards), cooperative
agreements, and oontracts.
(4) Federal awards to hospitals (see

Appendix IX to Part 200-HospIta.l Cost
Principles).
(5) Other awards under which the

non-Federal entity is not required to
account to the Federal Government for
actual costs inourred.
(b) Federal Contract. Where a Federal

contract awarded to a non-Federal en-
tity is subject to the Cost Accounting
Standards (CAS). it incorporates the
applicable CAS clauses, Standards, and
CAS administration requ1rements per
the 48CFR Chapter 99 and 48CFR part
30 (FAR Part 30). CAS applies directly
to the CAS-covered contract and the
Cost Account1ng Standards a.t 48 CPR
parts 9904or 9905takes precedence over
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the coat principles in this Subpart E-
Cost Principles of this part with re-
spect to the allocation of costs. When a
contract with a non-Federal entity Is
subject to full CAS coverage. the al-
10wabl11tyof certain costs under the
cost principles will be a.1Iectedby the
allocation provisions of the Cost Ac-
counting Standards (e.g.. CAS 414-4B
CFR 9904.414. Cost of Money a.s an Ele-
ment of the Cost of Facilities Capital,
and CAS 417-48 CFR 9904.417. Cost of
Money as an Element of the Cost of
Capital Assets Under Construction),
apply rather the allowability provi-
sions of 1200.449 Intereat. In oomplying
with those requirements, the non-Fed-
eral entity's application of cost ac-
counting practices for estimating, ac-
cumulating, and reporting costs for
other Federal awards and other cost
objectives under the CA8-covered con-
tract still must be consistent with its
cost accounting practices for the CAS-
covered contracts. In all oases, only
one set of accounting records needs to
be maintained for the allocation of
costs by the non-Federal entity:
(c) E:remptio713. Some nopprofit orga-

nizations, because of their size and na-
ture of operations, can be considered to
be similar to for-profit entities for pur-
pose of appllcab1l1ty of cost principles.
Such nonprofit organizations must op-
erate under Federal cost principles ap-
pUcable to for-profit entitieB located at
48 CFR31.2.A llsting of these organiza-
tions Is oontained in Appendix VIII to
Part 200--NonproOt Organizations Ex-
empted From Subpart E-Cost Prin-
ciples of this part. Other organizations,
as approved by the cognizant agency
for indirect costs, may be added from
time to time.

BASIC CONSIDERATIONS

§200.402 Compo8itioD of com.
Total cost. The total cost of a Federal

award is the sum of the allowable di-
rect and allocable indirect costs less
any applicable credits.

§ 200.403 Factol"ll affectinJr allowability
ofc0st8.

Except where otherwise authorised
by statute. costs must meet the fol-
lowing general criteria In order to be
allowable under Federal awards:

2 CFRCh. II (1-1-15 Edition)

(a) Be necessary and reasonable for
the performance of the Federal award
and be allocable thereto under these
principles.
(b) Conform to any limitations or ex-

clusions set forth In these principles or
in the Federal award as to types or
amount of cost items.
(c) Be consistent with pollc1es and

procedures that apply uniformly to
both federally-Onanced and other ac-
tivities of the non-Federal entity.
(d) Be accorded consistent treatment.

A cost may not be a&8ignedto a Fed-
eral award as a direct cost if any other
cost incurred for the same purpose in
like circumstances haa been allocated
to the Federal award as an indirect
cost.
(e) Be determined in accordance with

generally aooepted accounting prin-
ciples (GAAP), except, for state and
local governments and Indian tribes
only, as otherwise provided for in this
pa.rt.

(f) Not be Inoluded as a cost or used
to meet cost shar1ng or matching re-
quirements of any other federally-fi-
nanced program in either the current
or a prior period. Bee also §200.306 Cost
sharing or ma.tching paragraph (b).

(g) Be adequately documented. See
also H200.300 Statutory and national
policy requirements through 200.809 Pe-
riod of performance of this part.

1200.~ BeuonabJe costs.
A cost is reasonable if, in Its nature

and amount, it does not exceed that
which would be incurred by a prudent
person under the circumstances pre-
vailing at the time the decision was
made to inour the cost. The question of
reasonableness 18 particularly Impor-
tant when the non-Federal entity ie
predominantly federally-funded. In de-
termining reaeonableneSB of a given
cost, consideration must be given to:
(a) Whether the cost Is of a type gen-

erally recognized a.s ordinary and nec-
essary for the operation of the non-
Federal entity or the proper and effi-
cient performance of the Federal
award.
(b) The restraints or requirements

Imposed by such factors as: sound busi-
ness practices; arm's-length bar-
gaining; Federal, state, local. tribal.
and other laws and regulations; and
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terms and conditions of the Federal
award.
(c) Market prices for comparable

goods or services for the geographic
area.
(d) Whether the individuals con-

cerned acted with prudence in the etr-
cumstanoes considering their respon-
sibU1ties to the non-Federal entity, its
employees, where applicable its stu-
dents or membership, the public at
large, and the Federal Government.
(e) Whether the non-Federal entity

significantly deviates from its estab-
lished pract1ces and pollcies regarding
the incurrence of costs, which may
tmjustifiably increase the Federal
award's cost.
[78 FR 78608, Dec. 26. 2013. all amendedat 79
FR 75885, Dec. 19,2014]

§200.4OG Allocable costs.
(a) A cost is allocable to a particular

Federal award or other cost objective if
the goode or services involved are
chargeable or assignable to that Fed-
eral award or cost objective in accord-
ance with relative benefits received.
This standard is met if the cost:

(1) Is incurred speCifically for the
Federal award;
(2) Benefits both the Federal award

and other work of the non-Federal en-
tity and can be distributed in propor-
tions that may be a.pproxima.tedusing
reasonable methods; and
(3) Is necessary to the overa.l1oper-

a.tlon of the non-Federal entity and is
a.ssignable in part to the Federal award
In accordance with the princtples in
this subpart.
(b) All activities which benefit from

the non-Federal entity's indirect (F&A)
cost, including unallowa.ble activities
and donated services by the non-Fed-
eral entity or third parties, w11lreceive
an appropriate allocation of indirect
costs.
(c) Any cost allocable to a particular

Federal award under the principles pro-
vided for in this part may not be
charged to other Federal awards to
overcome fund deficienCies, to avoid re-
strictions imposed by Federal statutes,
regulatdona, or terms and conditions of
the Federal awards, or for other rea.-
sons. However, this prohibition would
not preclude the non-Federal entity
from shifting coste that are allowa.ble

§200A06

under two or more Federal awards in
accordance with existing Federal stat-
utes, regulations, or the terms and con-
ditions of the Federal awards.
(d) Direct cost allocation principles.

If a cost benefits two or more projects
or activIties in proportions that can be
determined without undue effort or
cost, the cost must be allocated to the
projects based on the proportional ben-
efit. If a cost benefits two or more
projects or activities in proportions
that cannot be detennlned because of
the Interrelationship of the work in-
volved, then. notwithstanding para-
graph (c) of this sectIon, the costs may
be allocated or transferred to bene-
fitted projects on any reasonable docu-
mented basis. Where the purcha.se of
equipment or other capital asset is spe-
cifically authorized under a Federal
award, the coste are assignable to the
Federal award regardle88 of the use
that may be made of the equipment or
other capital asset Involved when no
longer needed for the purpose for which
it was originally required. See also
§§200.310 Insurance coverage through
200.316 Property trust relationship and
200.439 Equipment and other capital ex-
penditures.
(e) If the contract is subject to CAS,

coste must be allocated to the contract
pursuant to the Cost Accounting
Standards. To the extent that CAS is
applicable, the allocation of costs in
accordance with CAS takes precedence
over the allocation provisions in this
part.
['78 FR 7ll608, Dec. 26, 2013. a.e&.mended at 79
FR 7li886, Dec. 19.2014]

f 200.406 Applicable credits.
(a) Applicable credits refer to those

receipts or reduction-of-expenditure-
type tra.nsactions tha.t offset or reduce
expense ttems allocable to the Federal
award as direct or indirect (F&A)coste.
Examples of such transactions are: pur-
chase discounts, rebates or allowances.
recoveries or indemnities on losses. in-
surance refunds or rebates, and adjuet-
ments of overpayments or erroneous
chargee. To the extent that such cred-
its accruing to or received by the non-
Federal entity relate to allowable
costs, they must be credited to the
Federal award either as a cost reduc-
tion or cash refund. as appropriate.
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(b) In some instances, the amounts
received from the Federal Government
to finance activities or service oper-
ations of the non-Federal entity Mould
be treated as applicable credits. Spe-
cifically, the concept of netting such
credit items (including any amounts
used to meet cost sharing or matching
requirements) must be recognized in
determining the rates or amounts to be
charged to the Federal award. (See
§§200.4S6Depreciation and 200.468Spe-
cialized service fac1l1ties, for areas of
potential application in the matter of
Federa.lfinancing of activitiss.)
['18 FR 78608, Dec. 26, 2013, as amendedat ?9
FR 75885, Dec.19, 2(14)

§200.407 Prior written approval (prior
approval).

Under any given Federal award, the
rea80nableness and allocab1l1ty of cer-
tain items of costs may be difficult to
determine. In order to avoid subse-
quent disallowance or dispute based on
unreasonableness or nonallocability,
the non-Federal entity may seek the
prior written approval of the cognizant
agency for indirect costs or the Federal
awarding agency in advance of the in-
currence of special or unUSUAlcosts.
Prior written approval should include
the timefr'ame or soope of the agree-
ment. Tbe absence of prior written ap-
proval on any element of cost will not,
in itself. affect the reasonableness or
allocability of that element, unless
prior approval is specifically required
for allowab1l1ty as described under cer-
tain circumstances In the following
sections of this part:
(a) §200.201Use of grant agreements

(including fixed amount awards), coop-
erative agreements, and contracts,
paragraph (b)(5);
(b) 1200.306Cost sharing or matching;
(c) §200.307Program income;
(d) 1200.808Revision of budget and

program plans;
(e) 5200.311Real property;
(0 §200.318Equipment;
(g) 1200.332Fixed amount subawards;
(h) §200.413Direot 005ts, paragraph

(c);
(1) §2oo.430 Compensation-personal

services, paragraph (h);
(j) 1200.431Compensation-fringe ben-

efits;
(k) §200.438Entertainment costs;

2 CFRCh. U (1-1-15 EdItIon)

(1)§200.439Equipment and other cap-
ital expenditures;
(m) S2OO.440Exchange rates;
(n) §200.441Fines, penalties, damages

and other settlements;
(0) §200.442Fund raising and invest-

ment management costs;
(P) §200.446Goods or services for per-

sonal use;
(q) 1200.447 Insurance and indem-

nification;
(r) §200.454 Memberships, subscrip-

tions, and professional a.ctivity costs,
paragraph (c);

(s) 1200.465Organization costs;
(t) §200.456Participant support OOBts;
(u) 1200.456Pre-award costs;
(v) 1200.462Rearrangement and re-

conversion costs;
(w) §200.467 Selling and marketing

costs;
(x) §2oo.470Taxe5 (including Value

Added Tax); and
(y) 1200.474Travel costs.

[78 FR 78608, Dec.26,2013,as amendedat 79
FR 75885, Dec.19,2014]

§200.408 Limitation OD allowance of
COIIts.

Tbe Federal award may be subject to
statutory requirements that limit the
allowab1l1ty of costs. When the max-
imum amount allowable under a limi-
tation 1s185Bthan the total amount de-
termined in a.ooordance with the prin-
ciples in this part, the amount not re-
coverable under the Federal award may
not be charged to the Federal award.

§200.409 Special consideratione.
In addition to the bas1c consider-

ations regarding the allowab1llty of
costs highlighted in this subtitle, other
subtdtdes in this part describe speoial
considerations and requirements appli-
ca.ble to states, local governments, In-
dian tribes, and IHEs. In addition. cer-
tain provisions among the items of cost
in this subpart. are only applicable to
certain types of non-Federal entities,
as speCified in the following sections:
(a) Direot and Indirect (F&A) Costs

(§§200.412 Classification of oosts
throngh 200.415Required certifications)
of this Bubpsrt;
(b) Special Considerations for States,

Local Governments and Indian Tribes
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(§§200.416Cost allocation plans and in-
direct cost proposals and 200.417inter-
agency servtce) of this subpart; and
(c) Special Considerations for Insti-

tutions of Higher Education (§§200.418
Costs Incurred by states and local gov-
ernments and 200.419 Oost accounting
standards and disclosure statement) of
this subpart.

t 200.410 Collection of unallowable
coda.

Payments made for costs determined
to be unallowable by either the Federal
awarding agency, cognizut agency for
indirect costs. or pass-through entity,
either as direct or indirect costs, must
be refunded (including interest) to the
Federal Government in accordance
with instructions from the Federal
agency that determined the costs are
unallowable unless Federal statute or
regulation directs otherwise. See also
Subpart ~Post Federal Award Re-
quirements of this part, §§200.300 Stat-
utory and national policy requirements
through 200.309 Period or performance.
1200.411 Ad,JulJt.ment of previously ne·

gotiated indirect (FleA) coo rates
containing unallowable com.

(a) Negotiated Indirect (F&A) cost
rates based on a proposa.llater found to
have included costs that:
(1) Are unallowable as spec1fied by

Federal statutes, regulations or the
terms and conditions of a Federal
award; or
(2) Are unallowa.ble because they are

not a.llocable to the Federal award(s),
must be a.djusted, or a refund must be
made, In accordance with the require-
ments of this section. These adjust-
ments or refunds are destgned to cor-
rect the proposals used to establish the
rates and do not constitute a reopening
of the rate negot1ation. The adjust-
ments or refunds will be made regard-
less of the type of rate negotiated (pre-
determ1ned, final, fixed, or provi-
sional).
(b) For rates covering a future fiscal

year of the non-Federal entity, the un-
allowable costs will be removed from
the indirect (F&A) cost pools and the
rates appropriately adjusted.
(c) For rates covering a past period,

the Federal share of the unallowable
costs will be computed for each year

§200.413

involved and a cash refund (including
interest chargeable in aoccrdanoe with
applicable regulations) will be made to
the Federal Government. If cash re-
funds are made for past periods covered
by provisional or fixed rates, appro-
priate adjustments will be made when
the rates are fInalized to avoid dupl1-
cate recovery of the unallowable costs
by the Federal Government.
(d) For rates covering the current pe-

riod, e1ther a rate adjustment or a re-
fund, as described in paragraphs (b) and
(c) of this section, must be required by
the cognizant agency for indirect coste.
The choice of method must be at the
discretion of the cognizant agency for
indirect costs, based on 1ts judgment as
to which method would be most prac-
tical.
(e) The amount or proportion of unal-

lowable costs included in each year's
rate will be assumed to be the sa.me a.s
the amount or proportion of unallow-
able costs included 1n the base year
proposal used to establish the rate.

DmECT AND INDIRECT (F&A)COSTS

1200.412 ClauificatiODof C08U.
There Is no universa.1 rule for

cla.ss1fylng certain costs as either di-
rect or indirect (F&A) under every ac-
counting system. A cost may be direct
with respect to some specific service or
function, but indirect with respect to
the Federal award or other fInal cost
objective. Therefore, it Is essentla.l
that ea.ch item of oost incurred for the
sa.me purpose be treated consistently
in like circumstances either as a direct
or an indirect (F&A) COBtin order to
avoid possible double-charging of Fed-
eral a.wards.Guidelines for determining
direct and indirect (F&A)costs charged
to Federal awards are provided in this
subpart.

§200.413 Direct costs.
(a) General. Direct coste are those

costs that can be identified speoifically
with a particular final cost objective,
such as a Federal award, or other inter-
nally or externally funded activity, or
that can be directly assigned to such
activities relatively easily with a higb
degree of accuracy. Oosts incurred for
the same purpose in like circumstances
must be treated consistently as either
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direct or indirect (F&A) costs. See also
§200.405Allocable costs.

(b) Application to Federal awards.
Identification with the Federal award
rather than the nature of the goods and
services involved is the determining
factor In distinguishing direct from in-
direct (F&A) costs of Federal awards.
Typica.l costs charged directly to a
Federal award are the compensation of
employees who work on that award,
their related fringe benefit costs, the
costs of materials and other items of
expense inourred for the Federal award.
IT direotly related to a specific award,
certain costs that otherwise would be
treated as indirect costs may also in-
clude extraordinary utility consump-
tion, the cost of ma.terlals supplied
from stock or services rendered by spe-
cialized Cacilities or other institutional
service operations.

(0) The salaries of administrative and
clerical staff should normally be treat-
ed as indirect (F&A) costs. Direct
charging of these costs may be appro-
priate only if all of the following condi-
tions are met:
(1) Administrative or clerical serv-

ices are integral to a project or activ-
ity;
(2) Individuals involved can be spe-

c1f1cally identified with the project or
activity;
(3) Such costs are explicitly inoluded

in the budget or have the prior written
approval oC the Federal awarding agen-
cy;and
(4) The costs are not also recovered

as indirect costs.
(d) MinOT' items. Any direct cost of

minor amount may be treated as an in-
direct (F&A) cost for reasons of practi-
cality where such aocounting treat-
ment for that item of cost is consist-
ently applied to all Federal and non-
Federal cost objectives.
(e) The costs of certain aotivIties are

not allowable all charges to Federal
awards. However, even though these
costs are unallowable for purposes of
computing charges to Federal awards,
they nonetheless must be treated as di-
rect costs for purposes of determining
indirect (F&A) cost rates and be allo-
cated their equitable share oC the non-
Federal entity's indirect costs if they
represent activities which:
(1)Include the salaries of personnel,

2 CFR Ch. II (1-1-15 EdiHon)

(2)Occupyapace, and
(3)Benefit from the non-Federal enti-

ty'S indirect (F&A)costs.
(!) For nonprofit organizations, the

costs of activities performed by the
non-Federal entity primarily as a serv-
ice to members, clients, or the general
public when s1gn1ilcant and necessary
to the non-Federal entity's mission
must be treated aa direct costs whether
or not allowable. and be allocated an
equitable share oC indirect (F&A) costs.
Some examples of these types of activi-
ties include:
(1)Maintenance of membership rolls,

subscriptions, publications, and related
functions. See also §200.454Member-
ships, subscrtptdons, and professional
activity costs.
(2) Providing servioes and inCorma-

tion to members, legislative or admin-
istrative bodies, or the public. See also
§§200.454Memberships, subscriptions.
and professional activity costs and
200.450Lobbying.
(3) Promotion. lobbying, and other

forms of public relations. See also
§§200.421Advertising and public rela.-
tions and 200.450Lobbying.
(4) Oonferences except those held to

conduot the general administration of
the non-Federal entity. See also
1200·43200nferencss.
(6) Maintenance. proteotion. and in-

vestment of special Cunds not used in
operation of the non-Federal entity.
See also 5200.442Fund raising and in-
vestment management costs.
(6) Administration of group benefits

on behalf of members or olients, in-
cluding life and hospital insurance. an-
nuity or retirement plans. and finan-
cial aid. See also 1200.431Oompensa-
tion-fringe benefits.
[78 FR 78608.Dec. 26. 2013, as amended at 79
FR 76886,Dec. 19.2014)

1200.414 Indirect (F&A)costs.
(a) Facilities and AdministTation Classi-

fication. For major IREs and major
nonprofit organizations, indireot (F&A)
costs must be cla.ss1fied within two
broa.d categories: "Facilities" and
"Administration." "Facilities" is de-
fined as depreciation on buildings,
equipment and capital improvement,
interest on debt associated With cer-
tain buildings, equipment and capital
improvements, and operations and
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maintenance expenses. .•Administra-
tion" is defined as general administra.-
tion and general expenses such as the
director's office, accounting, personnel
and all other types of expenditures not
listed spec1tically under one of the sub-
categories of "Facilities" (including
cross allocations from other pools,
where applicable). For nonprofit orga-
nizations, library expenses are included
in the "Adm1n1stration" category; for
institutions of higher education, they
are included in the "Fac1Utles" cat-
egory. Major !HEs are defined as those
required to use the Standard Format
for Submission as noted in Appendix III
to Part 200-Indirect (F&A)Costs Iden-
tification and Assignment, and Rate
Detennination for Institutions of High-
er Education (!HEs) paragraph C. 11.
Major nonprofit organizations are
those which receive more than $10mil-
lion dollars in direct Federal funding.

(b) Di1JeTsity of nonprofit organizations.
Because of the diverse characteristics
and accounting practices of nonprofit
organizations, it is not possible to
specify the types of cost which may be
classified as indirect (F&A) cost in all
situations. Identification with a Fed-
eral award rather than the nature of
the goods and services involved is the
determining factor 1n d1st1nguishing
direct from indirect (F&A) costs of
Federal awards. However, typical ex-
amples of indirect (F&A)cost for many
nonprofit organizations may include
depreciat10n on buildings and equip-
ment, the costs of operating and main-
ta.1n1ngfac1Uties, and general adm1n1s-
tration and general expenses, such as
the salaries and expenses of execut1ve
officers. personnel administration. and
accounting .

(c) Federal Agency Acceptance of Nego-
tiated Indirect Cost Rates. (See also
§200.306Cost sha.r1ngor matching.)
(1) The negotiated rates must be ac-

cepted by all Federal awarding agen-
cies. A Federal awarding agency may
use a rats different from the negotiated
rate for a. class of Federal awards or a
single Federal award only when re-
quired by Federal statute or regula-
tion, or when approved by a Federal
awarding agency head or delegate
based on documented justification as
described in paragraph (c)(3) of this
section.

§200.414

(2)The Federal awarding agency head
or delegate must notify OMBof any ap-
proved deviations.
(3) The Federal awarding agency

must implement, and make publicly
available, the pohctes, procedures and
general decision making criteria that
their programs will follow to seek and
justify deviations from neg-ot1ated
rates.
(4)As required under 5200.203Notices

of funding opportunities. the Federal
awarding agency must include in the
notice of funding opportunity the poli-
cies relating to ind1rect cost rate reim-
bursement, matching, or cost share as
a.pprovedunder paragraph (e)(1)of this
section. As appropriate, the Federal
agency should incorporate discussion
of these policies into Federal awarding
agency outreach activities with non-
Federal entities prior to the posting of
a notice of fundIng opportunity.
(d) Pass-through entities are subject

to the requirements in §200.881Re-
quirements for pass-through entities,
paragraph (a)(4).
(e) Requirements for development

and submission of indirect (F&A) cost
rate proposals and cost allocation
plans are contained in Appendices ID-
vn and Appendix IX as follows:
(1)Appendix ill to Part 200-Indirect

(F&A)Costs Identification and Assign-
ment, and Rate Detennination for In-
stitutions of Higher Education (IHEs);
(2)Appendix IV to Part 2O~Indirect

(F&A)Costs Identification and Assign-
ment. and Rate Determination for Non-
profit Organizations;
(3) Appendix V to Part 200-Statel

Local Governmentwide Central Service
Cost Allocation Plans;
(4) Appendix VI to Part 200-Public

Assistance Cost Allocation Plans;
(5) Appendix VII to Part llOO-States

and Local Government and Indian
Tribe Indirect Cost Proposals; and
(6)Appendix IX to Part 200-Hospital

Cost Principles.
(f) In addition to the procedures out-

lined in the appendices in paragraph (e)
of th1s section, any non-Federal entity
that has never received a negotiated
indirect cost rate, except for those non-
Federal entities described in Appendix
VII to Part 2O~States and Local Gov-
ernment and Indian Tribe Indirect Cost
Proposals, paragraph D.1.b, may elect
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to charge a de minimis rate of 10% of
modified total direct costs (MTDC)
which may be used indefinitely.Ju;, de-
scribed in §200.403Factors affecting 801-
lowab1l1ty of costs, costs must be con-
sistently charged as either indirect or
direct costs, but may not be double
charged or inconsistently charged as
both. If chosen, this methodology once
elected must be used consistently for
all Federal awards until such time as a
non-Federal entity chooses to nego-
t1ate for a rate, which the non-Federal
entity may apply to do at any time.
(g) Any non-Federal entity that has a

current federally negotiated indirect
cost rate may apply for a one-time ex-
tension of the rates in that agreement
for a period of up to four years. This
extension will be subject to the review
and approval of the cognizant agency
for indirect costs. If an extension is
granted the non-Federal entity may
not request a rate review until the ex-
tension period ends. At the end of the
4-year extension, the non-Federal enti-
ty must re-apply to negotiate a rate.
Subsequent one-time extensions (up to
four years) are permitted if a renegoti-
ation is completed between each exten-
sion request.
[78 FR 78608,Dec. 26. 201S.as amendedat 79
FR 75886. Dec.19, 2014]

§200.416 Required certifications.
Required certificat10ns include:
(a) To assure that expendttures are

proper and in accordance with the
terms and oonditions of the Federal
award and approved project budgets,
the annual and final fiscal reports or
vouchers l"6questing payment under the
agreements must include a cert1f1-
cation, signed by an official who is au-
thorized to legally bind the non-Fed-
eral entity, which reads as follows: "By
signing this report, I certify to the best
of my knowledge and belief that the re-
port is true, complete, and accurate,
and the expenditures, disbursements
and cash receipts are for the purposes
and objectives set forth in the terms
and condittons of the Federal award. I
am aware that allY false, fictitious, or
fraudulent information, or the omis-
sion of any material fact, may subject
me to criminal, civll or administrative
penalties for fraud, false statements.
false claims or otherwise. (U.S. Code

2 CFR Ch. H (1-1-15 Edtlon)

Title 18, Section 1001and Title 31. sec-
tions 3729-3730and 3801-3812)."

(b) Certification of cost allocation
plan or indirect (F&A) cost rate pro-
posal. Each cost allocation plan or in-
direct (F&A) cost rate proposal must
comply with the following:
(1) A proposal to establish a cost allo-

cation plan or an indirect (F&A) COBt
rate, whether submitted to a Federal
cognizant agency for indirect coste or
maintained on file by the non-Federal
entity,. must be certified by tlie non-
Federal entity using the Certificate of
Cost Allocation Plan 01' Cart1flcate of
Ind1l"6ct Costs as set forth in Appen-
dices m through vn, and Appendix IX.
The certiftcate must be signed on be-
half of the non-Federal entity by an in-
dividual at a level no lower than vice
president or chief financial officer of
the non-Pederal entity that submits
the proposal.

(2) Unless the non-Federal entity has
elected the option under §200.414Indi-
rect (F&A) costs, paragraph (f), the
Federal Government may either dis-
allow all indirect (F&A) costs or uni-
laterally establish such a plan or rate
when the non-Federal entity faUs to
submit a certified proposal for estab-
lishing such a plan or rate in accord-
anoe with the requirementa. Such a
plan or rate may be based upon audited
historical data or such other da.ta that
have been furnished to the cognizant
agency for indirect costs and for which
1t can be demonstrated that all unal-
lowable costs have been excluded.
When a cost allocation plan or indirect
cost rate is unilaterally established by
the Federal Government beca.ose the
non-Federal entity failed to submit a
certified proposal. the plan or rate es-
tablished w11l be set to ensure that po-
tent1ally unallowable costs will not be
reimbursed.

(c) Certifications by non-profit orga-
nizations as a.ppropriate that they did
not meet the definit10n of a major non-
proftt organization as defined in
§200.414 Indirect (F&A) costs. para-
graph (a).

(d) See also §200.450Lobbying for an-
other required certification.
[78 FR 78608. Dec. 26. 201S. as amendedat 79
FR 76886. Dec. 19.2014]
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SPECIALCONSIDERATIONSFOR STATES,
LocAL GovBRNl4ENTSAND INDIAN
TRIBES

§200.416 eo.t allocatiOD plans and in·
direct coat proposals.

(a) For states, local governments and
Indian tribes, certain services, such as
motor pools, computer centers. pur-
chasing, a.ccounting, etc., are provided
to operatIng agencies on a centralized
ba.s1e. Since Federal awards are per-
formed within the individual operating
agencies. there needs to be a process
whereby these central service costs can
be identified and assigned to benefitted
activities on a reasonable and con-
sistent basis. The central service cost
allocation plan provides that process.

(b) Individual operating agencies
(governmental department or agency),
normally charge Federal awards for in-
direct costs through an indirect cost
rate. A separate ind1rect cost rate(s)
proposal for each operating agency is
usually necessary to claim indirect
costs under Federal awards. Indirect
costs include:

(1) The indirect costs originating in
each department or agency of the gov-
ernmental unit carrying out Federal
awards and

(2) The costs of central governmental
services distributed through the cen-
tral service cost allocation plan and
not otherwise treated as direct costs.

(c) The requirements for development
and submfeefon of cost allocation plans
(for central service costs and publio as-
sistance programs) and indirect cost
rate proposals are contained in appen-
d1cesIV. V and VI to this part.

§200.417 Interagency aervice.
The cost of serv1ces provided by one

agency to another within the govern-
mental unit may inolude allowable di-
rect costs of the service plus a pro-
rated sbare of indirect C08tS.A stand-
ard indirect cost allowance equal to
ten percent of the direct sa.lary and
wage cost of providing the service (ex-
cluding overt1me, shift premiums, and
fringe benefits) may be used in l1eu of
determining the actual indirect costs
of the service. These services do not in-
clude centralized services included in
central service cost allocation plans as
described in Appendix V to Part 200-

§200.419

StateJLocal Government and Indian
Tribe-Wide Central Service Cost Allo-
cation Plans.

SPECIALCONSIDERATIONSFOR
INSTITUTIONS OF HIGHEREDUCATION

1200"'18 Coeta incurred by lltates and
local government..

Costs incurred or paid by a state or
local government on baha.}fof its IREs
for fringe benefit programs, such as
pension coste and FICA and any other
costs specIfically incurred on behalf of,
and in direct benefit to, the lHEB, are
allowable costs oi sucb IHE8 whether
or not these costs are recorded in the
accounting records of the institutions,
subject to the following:

<a) Tbe costs meet tbe requirements
of §§200.402 Oompositdon of costs
through 200.411 Adjustment of pre-
viously negotiated indirect (F&A) oost
rates conta1n1ng unallowable costs, of
this subpart;

(b) The costs are properly supported
by approved cost allocation plans in ac-
cordance with applicable Federal cost
accounting prinCiples in this part; and

(0) The costs are not otberwise borne
directly or Indirectly by tbe Federal
Government.

§200"'111 Coet aoconnting standardB
and di8cloeare statement.

(a) An IHE that receives aggregate
Federal awards totaling $50million or
more in Federal awards subject to this
part in its most recently completed fls-
cal year must comply with the Cost
Accounting Standards Board's cost ac-
counting standards located at 48 CFR
9905.501,9905.602,9905.505,and 9905.506.
CAS-oovered contracts awarded to the
IHEs are subject to the CAS require-
ments at 48 CFR 9900through 9999and
48 CFR part 30(FAR Part 30).

(b) Disclosure statement. An IRE that
receives aggregate Federal awards to-
tal1ng $50 million or more subject to
this part during its most recently com-
pleted fiscal year must disclose their
cost accounting practices by filing a
Disclosure Statement (DS-2), which is
reproduced in Appendix In to Part
2OD-Indlrect (F&A) Coats Identifica-
tion and AB8ignment, and Rate Deter-
mination for Institutions of ffigber
Education (IREs). With the approval of
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the cognizant agency for indirect costs,
an !HE may meet the DB-2 submission
by submitting the DB-Zfor each busi-
ness UD1tthat received $50 million or
more in Federal aW&rds.
(1) The DB-Zmust be submitted to

the cognizant agency for indirect costs
with a copy to the !HE's cognizant
agency for audit.
(2) An !HE is reflPOnsible for main-

taining an accurate DB-2 and com-
plying with disclosed cost a.ccounting
practices. An IRE must me amend-
ments to the DB-2 to the cogmssnt
agency for ind1rectc08ts six months in
advance of a disclosed practice be1D.g
changed to comply with a new or modi-
fled standard, or when a practice is
changed for other reasons. An !HE may
proceed with implementing the change
only if it has not been notifled by the
Federal cognizant agency for indirect
costs that either a longer period will be
needed for review or there are concerns
with the potential change within the
six months period. Amendments of a
DB-Zmay be submitted at any time.
Resubmission of a complete, updated
DB-Zis discouraged except when there
are extensive changes to disclosed
practices.

(3) Cost and funding adjustments. Cost
adjustments must be made by the cog-
nizant agency for indirect costs if an
!HE fails to comply with the cost poli-
cies in this part or faUs to consistently
follow its established or disclosed cost
accounting practices when estimating.
accumulating or reporting the costs of
Federal awards. and the aggregate cost
impact on Federal awards is material.
The cost adjustment must normally be
made on an aggregate basis for all af-
fected Federal awards through an ad-
justment of the mE's future F&Acosts
rates or other means considered appro-
priate by the cognizant agency for indi-
rect costs. Under the terms of CAScov-
ered contracts. adjustments in the
amount of funding provided may also
be required when the estimated pro-
posal costs were not determined in ac-
cordance with established cost ac-
counting practices.

(4) Overpayments. Exce5B amounts
paid in the aggregate by the Federal
Government under Federal awards due
to a noncompl1ant cost accounting
practice used to estimate. accumulate.

2 CFR Ch. II (1-1-15 Edition)

or report costs must be credited or re-
funded. &.B deemed appropriate by the
cognizant agency for iridirect costs. In-
terest applicable to the excess amounts
paid in the aggregate during the period
of noncompliance must also be deter-
mined and collected in accordance with
applicable Federal agency regulations.

(6) Compliant cost accounting practice
changes. Changes from one compliant
cost accounting practice to another
compliant practice that are approved
by the cogn1za.nt agency for indirect
costs may require cost adjustments if
the change has a. material effect on
Federal awards and the changes are
deemed appropriate by the cognizant
agency for indirect costs.

(6) Responsibilities. The cognizant
agency for indirect cost must:
(i) Determine cost adjustments for

all Federal awards in the aggregate on
behalf of the Federal Government. Ac-
tions of the cognizant agency for indi-
rect cost in making cost adjustment
determinations must be coordinated
with all affected Federal a.warding
agencies to the extent neeessarz.
(11)Prescribe guidelines and establish

internal procedures to promptly deter-
mine on behalf of the Federal Govern-
ment that a DS-2 adequately discloses
the IRE's cost accounting practices
and that the disclosed practices are
compliant with a.ppl1cableCAS and the
requirements of this part,
(111)Distribute to all affected Federal

awarding agencies any DB-Zdetermina-
tion of adequacy or noncompliance.
[78 FR 78608. Dec. 3>. 2013. as amended at 79
FR 76886.Dec. 19. 2014]

GENERAL PROVISIONS FOR SELECTED
ITEMS OF CoST

1200..d0 ConsideratlollS for .elected
iteDUI of eost.

Thill section provides principles to be
applied in establishing the allowability
of certain Items involved in deter-
mining cost, in addit10n to the require-
ments of Subtitle n. Basic Consider-
ations of thiB subpart. These principles
apply whether or not a particular item
of cost is properly treated as direct
cost or indirect (F&A) cost. Failure to
mention a particular item of cost is
not intended to imply that it is either
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allowable or unallowable; rather, deter-
mination as to allowab11ity in each
case should be based on the treatment
provided for similar or related Items of
cost, and baeed on the principles de-
scribed in §§200.402 Composition of
costs through 200.411 Adjustment of
previously negotiated indirect (F&A)
cost rates containing unallowable
costs. In case of a disorepanoy between
the provisions of a specific Federal
award and the provisions below, the
Federal award goverDll. Criteria out-
lined in §200.408 FactonJ affecting al-
lowa.b1l1ty01 costs must be applied in
determining allowability. See also
§200.102 Exceptions.

§200.421 Advertising and public rela·
tiona.

(a) The term advertising costs means
the costs of advertising media and cor-
ollary a.dm1n1strative costs. Adver-
tising media include magazines, news-
papers, radio and television, direct
mail, exhibita, electronic or computer
transmittals, and the like.
(b) The only allowable advertising

costs are those which are solely for:
(1) The recruitment of personnel re-

quired by the non-Federal entity for
performance of a Federal award (See
also §200.463 ReCruiting costs);
(2) The procurement of goods and

services for the performance of a Fed-
eral award;
(3) The disposal of scrap or surplus

materials acquired in the performance
of a Federal award except when non-
Federal entities are reimbursed for dis-
posal costs at a predetermined amount;
or
(4) Program outreach and other spe-

cific purposes necessary to meet the re-
quirements of the Federal award.
(c) The term "pubUc relations" in-

cludes community. relatione and means
those activities dedicated to maintain-
ing the image of the non-Federal entity
or ma.1nta1n1ng or promoting under-
standing and favorable relations with
the community or public at; large or
any segment of the public.
(d) The only allowable publ1c rela-

tions costs are:
(1) Costs specifically required by the

Federal award;
(2) Costs of communicating with the

public and press pertaining to spec1fic

§200.424

activities or accomplishments which
result from performance of the Federal
award (these costs are considered nee-
essa.ry ae part of the outreach effort for
the Federal award); or
(3) Costs of conducting general liai-

son with news media and government
public relations officers, to the extent
that such activ1ties are limited to com-
munication and liaison necessary to
keep the publ1c informed on matters of
public concern, such as notices of fund-
ing opportumtles, financial ma.tters,
etc.
(e) Unallowable advertising and pub-

11c relations costs include the fol-
lowing:

(1) All advertising and publ1c rela-
tions costs other than as specified in
paragraphs (b) and (d) of this section;
(2) Costs of meetings, conventions,

convocations, or other events related
to other activities of the entity (see
also §200.432 Conferences), including;
(1)Costs of displays, demonstrations,

and exhibits;
(ii) Costs of meeting rooms, hospi-

tality suites, and other special facili-
ties used in conjunction with shows
and other special events; and
(111)Salaries and wa.gesof employees

engaged in setting up and displaying
exhibits, making demonstrations, and
providing briefings;
(3) Costa of promotional Items and

memorabi11a, including models, gifts,
and souvenirs;
(4)Coste of advertising and public re-

lations designed solely to promote the
non-Federal entity.

§200.422 Advisory couDcils.
Costs incurred by a.dvisory councils

or committees are unallowable unless
authorized by statute, the F'edera.l
awarding agency or as an indirect cost
where allocable to Federal awards. See
§200.444 General coste of government,
applicable to states, local governments
and Indian tribes.

§200.423 Alcobolic beverages.
Costs of alcoholic beverages axe unal-

lowable.

§200.424 AlumnifBeactivities.
Costs incurred by mEl! for, or in sup-

port of, alumnilae activities are unal-
lowable.
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§200.425 Audit services.
(a) A reasonably proportionate share

of the costs of audits required by, and
performed in accordance with, the Sin-
gle Audit Act Amendments of 1996(31
U.S.C. 7501-7507), as implemented by re-
quirements of this part, are allowable.
However, the following audit costs are
unallowable:
(1) Any costs when audits required by

the Single Audit Act and Subpart F-
Audit Requirements of this part have
not been conducted or have been con-
ducted but not in accordance there-
with; and
(2) Any costs of auditing a non-Fed-

eral entity that Is exempted from hav-
ing an audit conducted under the Sin-
gle Audit Act and Subpart F-Audlt
Requirements of this part because Its
expendituree under Federal awards are
less than S7~,OOO during the non-Fed-
era.l entity's fiscal year.
(b) The costs of a financial statement

audit of a non-Federal entity that does
not currently have a Federal award
may be included In the indirect cost
pool for a cost allocation plan or indi-
rect cost proposal.
(c) Pass-through entities may charge

Federal awards for the cost of agreed-
upon-procedures engagements to mon-
itor subreciplents (in accordance with
Subpart D-Post Federal Award Re-
quirements of this part, §§200.380 Sub-
recipient and contractor determina-
tions through 200.332 Fixed Amount
Subawards) who are exempted from the
requirements of the Single Audit Act
and Subpart F-Audit Requirements of
this part. This cost is allowable only if
the agreed-upon-procedures engage-
ments are:
(1) Conducted in accordance with

GAGASattestation standards;
(2) Paid for and arranged by the pass-

through entity; and
(3) Limited in scope to one or more of

the following types of compliance re-
quirements: activities allowed or
unallowed; allows.ble costs/cost prin-
ciples; eligibility; and reporting.

§200.426 Bad debts.
Bad debts (debts which have been de-

termined to be uncollectable), includ-
ing losses (whether actual or estt-
mated) arising from uncollectable ac-
counts and other claims, are unancw-

2 CFRCh. II (1-1-15 Edition)

able. Related collection costs, and re-
lated legal costs, arising from such
debts after they have been determined
to be uncollectable are also unallow-
able. See also 5200.428 Collections of
1mproper payments.

§200.427 Bonding ClOIJta.

(a) Bonding costs arise when the Fed-
eral awarding agency reqmree assur-
ance against financial loss to itself or
others by reason of the act or default
of the non-Federal entity. They arise
also in instances where the non-Fed-
eral entity requireS similar assurance,
including: bonds as bid, performance,
payment, advance payment, infringe-
ment, and fidelity bonds for employees
and omclals.
(b) Costs of bonding required pursu-

ant to the terms and conditions of the
Federal award are allowable.
(c) Costs of bonding required by the

non-Federa.l entity in the general con-
duct of its operations are allowable as
an indirect cost to the extent that auch
bonding is in acoordanoe with sound
business practice and the ra.tes and pre-
miums are reasona.ble under the cir-
cumstances.

§ 200.428 Collections of improper pay.
ments.

The costs incurred by a non-Federal
entity to recover improper payments
are allowable as either direct or indi-
rect costs, a.s appropriate. Amounts
colleoted may be used by the non-Fed-
eral entity in accordance with cash
management standards Bet forth in
1200.805 Payment.

§lIOO.429 Commencement and convoca-
tion costa.

For lHEB, costs incurred for com-
mencements and convocations are un-
a.llowa.ble,except as provided for in Ap-
pendix ill to Part 200-Indirect (F&A)
Oosts Identincation and Assignment,
and Rate Determination for Institu-
tions of Higher Educa.tion (IHEs), para-
graph (B)(9) Student Administration
and Services, as student activity costs.

1200.430 Compensation-personal
services.

(a) General. Compensation for per-
sonal servioes includes all remunera-
tion, pa1d currently or accrued, for
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services of employees rendered during
the period of performance under the
Federal award. including but not nee-
essa.r1ly limited to wages and saJe.ries.
Compensa.t1on for personal services
ma.y also include fi1nge benefits which
a.re addressed in §200.431Oompensa-
tion-fringe benefits. Costs of com-
pensation are a.llowable to the extent
tha.t they sat1sfy the specific require-
ments of this part. a.nd that the total
compensa.tion for individual employ-
ees:
(1) Is reasonable for the servicee ren-

dered and conforms to the establ1shed
written policy of the non-Federal enti-
ty consistently applied to both Federal
and non-Federal activities;
(2) Follows an appointment made in

accordance with a non-Federal entity's
laws and/or rules or written policies
and meets the requirements of Federal
statute. where applicable; and
(3) Is determined and supported as

provided in paragraph (i) of this sec-
tion. Standards for Documentation of
Pereonnel Expensee. when applicable.
(b) Reasonableness. Compensation for

employees engaged in work on Federal
awards will be considered reasonable to
the extent that it is consistent with
that paid for similar work in other ac-
tivities of the non-Federal entity. In
cases where the kinds of employees re-
quired for Federal awards are not found
in the other activities of the non-Fed-
eral entity, compensation w1l1be con-
sidered reasonable to the extent that it
is comparable to that paid for similar
work in the labor market in which the
non-Federal entity competes for the
kind of employees involved.

(c) Professional activities outside the
non-Federal entitl/. Unless an arrange-
ment is speCifically authorized by a
Federal awarding agency. a non-Fed-
eral entity must follow its written non-
Federal entity-wide policies and prac-
tices concern1Iig the permissible extent
of professional services that can be pro-
vided outside the non-Federal entity
for non-organizational compensa.tion.
Where such non-Federal entity-wide
written po11ciesdo not exist or do not
adequately define the permissible ex-
tent of consulting or other non-organi-
zational activities undertaken for
extra outside pay. the Federal Govern-
ment may require that the effort of

§200,430

professional staff working on Federal
awlL1'dsbe allocated between:
(1) Non-Federal entity activities. and
(2) Non-organizational professional

activities. If the Federal awarding
agency considere the extent of non-or-
ganizational professional effort exces-
sive or inconsistent with the conflicts-
of-interest terms and conditions of the
Federal award. appropriate arrange-
ments governing compensation will be
negotiated on a case-by-case basis.
(d) Unallowable costs. (1) Costs which

are unallowable under other sections of
these principles must not be arlowable
under this section SOlely on the basis
that they constitute personnel com-
pensa.tion.
(2) The allowable compensation for

certain employees is subject to a ceil-
ing in accordance with statute. For the
amount of the ceiling for cost-reim-
bursement contracts, the covered com-
pensa.tion subject to the ceiling, the
covered employees, and other relevant
provisions, see 10 U.S.C. 2324(e)(1)(P),
and 41 U.S.C. 1127and 4304(a)(16).For
other types of Federal awards. other
statutory ce1l1ngsmay apply.
(e) Special considerations. Special con-

siderations in determining allowabil1ty
of compensation will be given to any
change in a non-Federal entIty's com-
pensation policy reeulting in a substan-
tial increase in Its employees' level of
oompensation (particullL1'ly when the
ohange was concurrent with an in-
crease in the ratio of Federal awards to
other activities) or any change in the
treatment of allowability of specific
types of compensation due to changes
in Federal pollcy.
(f) Incentive compensation. Incentive

compensation to employees based on
cost reduction, or efficient perform-
ance. suggestion awards, safety awards.
etc .• is allowable to the extent that the
overall compensation Is determined to
be reasonable and such costs are paid
or accrued pursuant to an agreement
entered into in good faith between the
non-Federal entity and the employees
before the services were rendered. or
pursuant to an establiBhed plan fol-
lowed by the non-Federal entity so
consistently as to imply. in effect. an
agreement to make such payment.
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(g) Nonprofit organizations. For com-
pensation to members of nonprofit or-
ganizations, trustees, directors, associ-
ates, officers, or the immediate fami-
lies thereof, determination must be
made that such compensation is rea-
sonable for the actual personal services
rendered rather than a distribution of
e&rD1ngsin excess of costs. This may
include director's anti executive com-
mittee member's fees, incentive
awards, allowances for ofi-6ite pay, in-
centive pay, location allowances, hard-
ship pay, and cost-of-living differen-
tials.
(h) Institutions of higher education

(IHEs). (1) Certain conditions require
special consideration and possible Itmi-
tations in determining a.llowable per-
sonnel oompensatdon costs under Fed-
eral awards. Among such conditions
are the following:

(1) Allowable activities. Charges to
Federal awards may include rea.sona.ble
amounts for activities contributing
and directly related to work under an
agreement, such as de11vering special
lectures about specific aspects of the
ongoing activity, writing reports and
articles, developing and maintaining
protocols (human, animals, etc.), man-
aging substances/chemicals, managing
and securing project-specific data, co-
ordinating research subjects, partici-
pating in appropriate seminars, con-
sulting with collea.gues and graduate
students, and attending meetings and
conferences.

(ii) Incidental activities. Incidental
activities for which supplemental com-
pensation is allowable under written
institutional policy (at a rate not to
exceed institutional base salary) need
not be inoluded in the records desoribed
In paragraph (1) of this section to di-
rectly charge payments of inoidental
activities, such activities must either
be specifically provided for In the Fed-
eral award budget or receive prior writ-
ten approval by the Federal awarding
agenoy.

(2) Saial1l basis. Charges for work per-
formed on Federal awards by faculty
members during the academic year are
allowable at the lBS rate. Except as
noted in paragraph (h)(l)(ii) of this sec-
tion, in no event will charges to Fed-
eral awards, irrespective of the basis of
computation, exceed the proportionate

2 CFRCh. II (1-1-15 Edition)

share of the IBS for that period. This
principle applies to all members of fac-
ulty at an institution. IBS Is defined as
the annua; oompensation paid by an
IRE for an individual's appointment,
whetber that individual's time Is spent
on research, instruction, administra-
tion, or other activities. ms excludes
any income that an individual earns
outside of duties performed for the
IRE. Unless there is prior approval by
the Federal awarding agency, charges
of a faculty member's salary. to a Fed-
eral award must not exceed the proper-
tiona.te share of the lBS for the period
during which the faculty member
worked on the aWard.

(3) Intra-Institution of Higher Eclu-
cation (IHE) consulUng. Intra-DIE con-
sulting by faculty is assumed to be un-
dertaken as an !HE obligation requir-
ing no compensation in addition to
rns. However, in unusual cases where
consultation is across departmental
lines or involves a separate or remote
operation, and the work performed by
the faculty member is in a.ddition to
his or her regular responsibilities, any
charges for such work representing ad-
ditlona.l compensation above IBS are
allowable provided that such con-
sulting arrangements are specifically
provided for in the Federal award or
approved In writing by the Federal
awarding agency.

(4) Extra Service Pay normally rep-
resents overload compensation, subject
to institutional compensation policies
for services above and beyond ms.
Where extra service pay is a result of
Intra-IRE consulting, it is subject to
the same requirements of paragraph (b)
above. It is allowable if all of the fol-
lowing conditions are met:

(I) The non-Federal entity estab-
lishes ooIisistent written policies which
apply uniformly to all faculty mem-
bers, not just those working on Federa.l
awards.

(11) The non-Federal entity estab-
lishes a consistent written def'mition of
work covered by IBS which is specific
enough to determine conolusively when
work beyond that level has occurred.
This may be described in appointment
letters or other documentations.

(11i) The supplementation amount
paid is commensurate with the IBS

146

DAIT ACHMENT -----------------.
PAGE __:12---- OF _.__'-~~. PAGES



OMB Guidance

rate of pay and the amount of addi-
tional work performed. See paragraph
(h)(2) of this section.
(iv) The salaries, as supplemented,

fall within the salary structure and
pay ranges established by and docu-
mented in writing or otherwise applica-
ble to the non-Federal entity.
(v) The total sa.laries charged to Fed-

eral awards including extra service pay
are subject to the Standards of Docu-
mentation as described in pa.ragra.ph (i)
of this section.

(5) Periods outside the academic year.
(i) Except as specified for teaching ac-
tivity in paragraph (h)(5)(ii)of this sec-
tion, charges for work performed by
faculty members on Federal awards
during periods not included in the base
58.!ary period will be at a rate not in
excess of the IBS.
(ii) Charges for teaching activities

performed by faculty members on Fed-
eral awards during periods not included
in rna period will be based on the nor-
mal written policy of the !HE gov-
erning compensatdon to faculty mem-
bers for teaching assignments during
such periods.

(6) Part-time facultJ/. Charges for work
performed on Federal awards by fac-
ulty members having only par~time
appointments will be determined at a
rate not in excess of that regularly
paid for pa~t1me aastgnments.

(7) Sabbatical leave costs. Rules for
sabbatical leave are as follow:
(I) Costs of leaves of absence by em-

ployees for performa.noe of graduate
work or sabbatical study, travel, or re-
search are allowable provided the IHE
has a uniform written policy on sab-
baticalleave for persons engaged in in-
struction and persons engaged in re-
search. Such costs will be allocated on
an equitable basis among all related
activities of the !BE.
(ii) Where sabbatical leave is in-

cluded in fringe benefits for which a
cost is determined for aseeasment as a
direct charge, the aggregate amount of
such assessments applicable to all
work of the institution during the base
period must be reasonable in relation
to the DIE's actual experience under
its sabbatical leave policy.

(8) Salary rates for non-faculty mem-
bers. Non-faculty full-time professtonal
personnel may also earn "extra service

§2OO.430

pay" in accordance with the non-Fed-
eral entity's written policy and con-
sistent with paragraph (h)(l)(i) of this
section.
(i) Standards for Documentation of Per-

sonnel E:rpenseJ (1) Charges to Federal
awa.rds for salaries and wages must be
baaed on records that accurately re-
nect the work performed. These
reoords must:
(i) Be supported by a system of inter-

nal control which provides reasonable
assurance tha.t the charges are accu-
rate, allowable, and properly allocated;

(11) Be incorporated into the orncial
reoords of the non-Federal entity;
(11i)Reasonably reflect the total ac-

tivity for which the employee is com-
pensated by the non-Federal entity,
not exceeding 100%of compensated ac-
tivities (for !HE, this per the TIm's def-
inition of rss»
(iv) Encompass both federally as-

sisted and all other activities com-
pensated by the non-Federal entity on
an integrated basis, but may include
the use of subsidiary records as defined
in the non-Federal entity's written pol-
icy;
(v) Comply with the established ac-

counting policies and practices of the
non-Federal entity (See paragraph
(h)(1)(11)above for treatment of inci-
dental work for IHEs.); and
(vi) [Reserved]
(vii) Support the distribution of the

employee's 58.!a.ryor wages among spe-
cific activities or cost objectives if the
employee works on more than one Fed-
eral a.ward; a Federal award and non-
Federal award; an indirect cost activ-
ity and a direct C08t activity; two or
more indirect activities which are allo-
cated using different allocation bases;
or an unallowable activity and a direct
or indirect cost activity.
(viii) Budget estimates (1.e., esti-

mates determined before the services
are performed) alone do not qualify as
support for cha.rges to Federal awards,
but may be used for interim acoounting
purposes, provided that:
(A) The system for establishing the

estimates produces reasonable approxi-
mations of the activity actually per-
formed; .
(B) Significant changes in the cor-

responding work activity (as defined by
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the non-Federal entity's written poli-
cies) are identified and entered into the
records in a timely manner. Short term
(such as one or two months) fluotua-
tion between workload categories need
not be considered as long as the dis-
tribution of Balmes and wages is rea-
sona.ble over the longer tenn; and

(0) The non-Federal entity's system
of internal controls includes processes
to review after-the-fact interim
charges made - to a Federal awards
based on budget estimates. All nee-
esearv adjustment must be made such
that" the final amount charged to the
Federal award Is accurate, allowable,
and properly allocated.
(ix) Because practices vary as to the

activity constituting a full workload
(for IREs, IBS), records may reflect
categories of activities expressed as a
percentage distribution of total activi-
ties.

(z) It is recognized that teaching, re-
search, service, and administration are
often inextricably intermingled in an
a.cademic setting. When recording sala-
ries and wages charged to Federal
awards for mEs, a precise asaessment
of factors that contribute to costs Is
therefore not always feasible, nor is it
expected.
(2) For records which meet the stand-

ards required in paragraph (i)(I) of this
section, the non-Federal entIty will not
be required to provide additional sup-
port or documentation for the work
performed, other than that referenced
in para.graph (1)(3) of this section.
(3) In accordance with Department of

Labor regulations implementing the
Fair Labor Standards Aot (FLBA) (29
OFR part 516), charges for the salaries
and wages of nonexempt employees, in
a.ddition to the supporting documenta.-
tion described in this seotion, must
also be supported by records indicating
the total number of hours worked each
day.
(4) Salaries and wages of employees

used in meeting cost sharing or match-
ing requirements on Federal awards
must be supported in the same manner
as salaries and wa.gesclaimed for reim-
bursement from Federal awards.
(5) For states, local governments and

Indian tribes, substitute prooesses or
systems for allooating salaries and
wages to Federal awards may be used

2 CFRCh. " (1-1-15 Edition)

in place of or in addition to the records
described in para.grapb (1) if approved
by the cogn1zant agency for Indirect
cost. Such systems may include, but
are not limited to, random moment
sampling, "rolling" time studies, case
counts, or other quantif'1a.blemeasures
of work perfonned.

(t) Substitute systems which use
Bampling methods (primarily for Tem-
porary Assistance for Needy Families
(TANF), the Supplemental Nutrition
Assistance Program (SNAP), Medicaid,
and other public assistance programs)
must meet acceptable statistical Bam-
pIing standards including:
(A) The sampling universe must in-

clude all of the employees whose sala-
ries and wages are to be allocated
based on sample results except as pro-
vided in paragraph (i)(5)(iii) of this sec-
tion;
(B) The entire time period involved

must be covered by the sample; and
(0) The results must be statistically

valid and appl1ed to the period being
sampled.
(ii) Allocating charges for the sam-

pled employees' supervisors, clerical
and support staffs, based on the results
of the sampled employees, will be ac-
ceptable.

(111) Less than full compliance with
the statistical sampling standards
noted in subsection (5Xi) may be ac-
cepted by the cognizant agency for in-
direct oosts if it concludes that the
amounts to be allocated to Federal
awards will be minimal, or if it con-
cludes that the system proposed by the
non-Federal entity will result in lower
costs to Federal awards than a system
·which compIles with the standards.

(6) Cognizant agenoies for indirect
costs are enoouraged to approve alter-
native proposals based on outcomes
and milestones for program perform-
ance where these are clearly docu-
mented. Where approved by the Federal
oogniza,nt agency for indireot costs,
these plans are acoeptable as an alter-
native to the requIrements of para-
graph (i)(1}of tbis section.
('I) For Federal awards of similar pur-

pose activity or instances of approved
blended funding, a non-Federal entity
may submit performance plans that in-
corporate funds from multiple Federa.l
awards and account for tbeir oombined
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use .based on performance-oriented
metrics, provided that such plans are
approved in advance by a.1l involved
Federal awarding agencies. In these in-
stances, the non-Federal entity must
submit a request for waiver of the re-
quirements based on documentation
that describes the method of chArging
costs, relates the charging of costs to
the specifio aotivity that is applicable
to all fund sources, and is based on
quantifiable measures of the activity
in relation to time charged.
(8) For a non-Federal entity where

the records do not meet the standards
described 1n this section, the Federal
Government may require personnel ac-
tivity reports, including prescribed cer-
tifications, or equivalent documenta-
tion that support the reoords as re-
quired in this seotron.
[7ll FR 78608. Dec. 26, 2018. &8 amendeCl at 79
FR 76886,Dec. 19. 2014J

§200.4.81Compenllation-lringe bene-
fitB.

(a) Fringe benefits are a.1lowances
and services provided by employers to
their employees as oompensation in ad-
dit10n to regular salaries and wages.
Fringe benefits include, but are not
limited to, the costs of leave (vacation,
family-related, sick or m1l1tary). em-
ployee Insurance, pensions, and unem-
ployment benefit plans. Except as pro-
vided elsewhere in these principles, the
costs of frl..ngebenefits are allowable
provided that the benefits are reason-
able and are required by law, non-Fed-
eral entity-employee agreement, or an
establiBhed polioy of the non-Federal
entity.
(b) Leave. The cost of fringe benefits

I..nthe form of regular compensat1on
paid to employees durl..ngpertods of au-
thorized absences from the job, such as
for annual leave, family-related leave,
sick leave, holidays, court leave, mili-
tary leave, administrative leave, and
other similar benefits, are allowable if
all of the followl..ngcriter1a are met:
(1) They are provided under estab-

lished written leave policies;
(2) The costs are equitably allocated

to all related activities, Including Fed-
eral awards; and,
(3) The accounting basis (cash or ac-

crual) selected for costing each type of
leave is conststentlv followed by the

§2oo.431

non-Federal entity or specified group-
ing of employees.
(1) When a non-Federal entity uses

the caBh bas1s of accounting, the cost
of leave is recognized in the period that
the leave is taken and paid for. Pay-
ments for unused leave when an em-
ployee retires or terminates employ-
ment are allowable In the year of pay-
ment.
(11) The accrual basis may be only

used for those types of leave for which
a l1ab11ity as defined by GAAP ex1sts
when the leave is earned. When a non-
Federal entity uses the accrual basis of
accounting, a.1lowa.bleleave costs are
the lesser of the amount accrued or
funded.
(e) The cost of fringe benefits in the

form of employer contributions or ex-
penses for sooia) security; employee
life, health, unemployment, and work-
er's compensation insurance (except as
indicated in §200.447 Insurance and in-
demnification); pension plan costs (see
paragraph (1) of this section); and other
similar benefits are allowable, provided
such benefits are granted under estab-
lished written policies. Such benefits,
must be allocated to Federal awards
and all other activities in a manner
consistent with the pattern of benefits
attributable to the individuals or
group(s) of employees whose salaries
and wages are ohargeable to suoh Fed-
eral awards and other aotivities, and
charged as direct or indirect costs in
accordance with the non-Federal enti-
ty's accounting practices.
(d) Fringe benefits may be assigned

to cost objectives by identifYing spe-
cific benefits to specifio individual em-
ployees or by allocating on the basis of
entity-wide salaries and wages of the
employees receiving the benefits. When
the a.1locationmethod is used, separate
allocations must be made to selective
groupings of employees, unless the
non-Federal entity demonstrates that
costs in relationship to salaries and
wages do not dUfer significantly for
different groups of employees.
(e) Insurance. See also §200.447 Insur-

ance and indemnification, paragraphs
(d)(l) and (2).
(1) Provisions for a reserve under a.

self-insurance program for unemploy-
ment compensation or workers' oom-
pensation are allowable to the extent
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that the provisions represent reason-
able estimates of the 11ab111tiesfor
such compensation, and the types of
coverage, extent of coverage, and rates
and premiums would have been allow-
able had insurance been purcha.sed to
cover the risks. However, provisions for
self-insured liabilities which do not be-
come payable for more than one year
after the provision is made must not
exceed the present value of the Uabil-
ity.
(2) Costs of insurance on the lives of

trustees, officers, or other employees
holding positions of similar responsI-
bility are allowable only to the extent
that the insurance represents addt-
tional compensation. The costs of such
insurance when the non-Federal entity
is named as beneficiary are unallow-
able.
(3) Actual claims paid to or on behalf

of employees or former employees for
workers' compensation, unemployment
compensation, severance pay, and simi-
lar employee benefJ.ts (e.g., poet-rettre-
ment health benefits), are allowable in
the year of payment provided that the
non-Federal entity follows a consistent
costing policy.

(f) Automobiles. That portion of auto-
mobile costs furnished by the entity
that relates to personal use by employ-
ees (Including transportation to and
from work) is unallowable as fringe
benefit or indirect (F&A) costs regard-
less of whether the cost is reported as
taxable income to the employees.
(g) Pension Plan Costs. Pension plan

costs which are incurred in accordance
with the established ponctes of the
non-Federal entity are allowable, pro-
vided that:
(1)Such policies meet the test of rea-

sonableness.
(2)The methods of cost allocation are

not discriminatory.
(3) For entitles using accrual based

accounting, the cost assigned to each
fiscal year is determined in accordance
with GAAP.
(4) The costs assigned to a given fis-

cal year are funded for all plan partici-
pants within six months after the end
of that year. However, increases ·tonor-
mal and past service pension costs
caused by a delay in funding the actu-
arial llabl11ty beyond 80 calendar days
after each quarter of the year to which

2 CFRCh. II (1-1-15 Edition)

such costs are assignable are unallow-
able. Non-Federal entity may elect to
follow the "Cost Acoounting Standard
for Composition and Measurement of
Pension Costs" (48 CFR 9904.412).
(5) Pension plan termination insur-

ance premiums paid pursuant to the
Employee Retirement Income Security
Act (ERISA) of 1974 (29 U.S.C. 1301-1461)
are allowable. Late payment charges
on such premiums are unallowable. Ex-
cise taxes on aocumulated funding defi-
ciencies and other penalties imposed
under ERISA are unallowable.
(6) Pension plan costs may be com-

puted using a pay-as-you-go method or
an acceptable actuarial cost method in
accordance with established written
policies of the non-Federal entity.
(i) For pension plans financed on a

pay-as-YOU-gomethod, allowable costs
will be limited to those representing
actual payments to retirees or their
beneficiaries.
(11)Pension costs calculated using an

actuar1a.l cost-based method recognized
by GAAP are allowable for a given fis-
cal year if they are funded for that
year within six months after the end of
that year. Costs funded after the six
month period (or a later period agreed
to by the cognizant agency for indirect
costs) are allowable in the year funded.
The cognizant agency for indirect costs
may agree to an extension of the six
month period if an appropriate ad3ustr
ment is made to compensate for the
timing of the charges to the Federal
Government and related Federal reim-
bursement and the non-Federal enti-
ty's contribution to the pension fund.
Adjustments may be made by cash re-
fund or other equitable procedures to
compensate the Federal Government
for the time value of Federal reim-
bursements in excess of contributions
to the pension fund.
(iii) Amounts funded by the non-Fed-

eral entity in excess of the actuarially
determined amount for a fiscal year
may be used as the non-Federal enti-
ty's contribution in future periods.
(iv) When a non-Federal entity con-

verts to an acceptable actuarial cost
method, as defined by GAAP, and funds
pension costs in accordance with this
method, the unfunded liability at the
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time of conversion is allowable if am-
ortized over a period of years in accord-
ance with GMP.
(v) The Federal Government must re-

ceive an equitable share of any pre-
viously allowed pension costa (includ-
ing earnings thereon) which revert or
inure to the non-Federal entity In the
form of a refund, withdrawal, or other
credit.
(h) Post-Retirement Health. Post-re-

tirement health plans (PRHP) refers to
costs of health inBurance or health
services not included in a pension plan
covered by paragraph (g) of this section
for retirees and their spouses, depend-
ents, and survivors. PRHP costs may
be computed using a pay-as-you-go
method or an acceptable actuarial cost
method in accordance with established
written policies of the non-Federal en-
tity.
(1) For PRHP financed on a pay-as-

you-go method, allowable costs will be
limited to those repreaentIng actual
payments to retirees or their bene-
ficiaries.
(2) PRHP costs calculated using an

actuarial cost method recognized by
GAAP are allowable if they are funded
for that year within six months after
the end of that year. Costs funded after
the six month period (or a later period
agreed to by the cognizant agency) are
allowable in the year funded. The Fed-
eral cognizant agenoy for indirect costs
may agree to an extension of the six
month period 11an appropriate adJust-
ment is made to compensate for the
timing of the charges to the Federal
Government and related Federal reim-
bursements and the non-Federal enti-
ty's contributions to the PRHP fund.
Adj~Btments may be made by cash re-
fUnd,reduction in current year'l! PRHP
costs, or other equitable procedures to
compensate the Federal Government
for the time value of Federal reim-
bursements in excess of contributions
to the PRHP fund.
(3) Amounts funded in excess of the

a.ctuarially determined amount for a
fiscal year may be used as the Federal
Government's contribution In a future
period.
(4) When a non-Federal entity con-

verts to an acceptable a.ctuarial cost
method and funds PRHP costs in ao-
oordance with this method, the initial

§200.431

unfunded liab1llty attributable to prior
years is allowable if amortized over a
period of years In acoordance with
GAAP, or, if no such GAAP period ex-
ists, over a period negotiated with the
cognizant agency for indirect costs.
(5) To be allowa.ble in the current

year, the PRHP costs must be paid ei-
ther to:
(1) An insurer or other benefit pro-

vider as current year costs or pre-
miums, or
(ii) An insurer or trustee to maintain

a trust fund or reserve for the sole pur-
pose of providing post-retirement bene-
fits to retirees and other beneficiaries.
(6)The Federal Government must re-

ceive an equitable share of any
amounts of previously allowed post-re-
tirement benefit costs (inoluding earn-
ings thereon) which revert or inure to
the non-Federal entity in the form of a
refund. withdrawal, or other credit.

(1) Severance Pall. (1) Severance pay.
also oommonly referred to a.sdismiBS&l
wages. Is a payment In addItion to reg-
ular salaries and wages. by non-Federal
entities to workers whose employment
Is being terminated. Costs of severance
pay are allowable only to the extent
that in eacb case, It Is required by (a)
law, (b) employer-employee agreement,
(c) establ1ebed policy that oonstitutes,
in effect, an implied agreement on the
non-Federal entity's part, or (d) cir-
cumstances of the particular employ-
ment.
(2) Costs of severance payments are

divided Into two categories as follows:
(I) Actual normal turnover severance

payments must be allocated to all ac-
tivities; or, where the non-Federal en-
tity provides for a reserve for norma]
severances, such method will be ac-
ceptable if the charge to current oper-
ations is reasonable in light of pay-
ments aotually made for normal
severances over a representative past
period, and if amounts charged are al-
located to all activities of the non-Fed-
eral entity.
(ii) Measurement of costs of abnor-

mal or mass severance pay by means of
an accrual will not achieve equity to
both parties. Thus, accruals for this
purpose are not allowable. However,
the Federal Government recognizes its
obligation to participate, to the extent
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of its fair share, in any specific pay-
ment. Prior approval by the Federal
awarding agency or cognizant agency
for indirect cost, as appropriate, is re-
quired.
(3) Costs incurred in certain sever-

ance pay packages which are in an
amount in excess of the normal sever-
ance pay paid by the non-Federal enti-
ty to an employee upon termination of
employment and are paid to the em-
ployee contingent upon a ohange in
management control over, or owner-
ship of, the non-Federal entity's assets,
are una.l1owa.ble.
(4)Severance payments to foreign na-

tiona.ls employed by the non-Federal
entity outside the United States, to
the extent that the amount exceeds the
customary or preva.1ling pra.ctioes for
the non-Federal entity in the United
States, are unaJlowable, unleas they
are necessary for the performance of
Federal programs and approved by the
Federal awarding agency.
(5) Sever&Jlcepayments to foreign na-

tionals employed by the non-Federal
entity outside the United States due to
the termination of the foreign national
as a result of the closing of, or ourtail-
ment of a.ctivities by, the non-Federal
entity in that country, are unallow-
a.ble, unless they are necessary for the
performance of Federal programs and
approved by the Federal awarding
agency.
<n(1)For IHEs only. Fringe benefits in

the form of tuition or remission of tui-
tion for individual employees are al-
lowable. provided such benefits a.re
granted in accordance with established
non-Federal entity policies, and are
distributed to all non-Federal entity
activities on an equitable basis. Tui-
tion benefits for family members other
than the employee are una.llowa.ble.
(2) Fringe benefits in the form of tui-

tion or remission of tu1t10n for indi-
vidual employees not employed by
IHEs are limited to the tax-free
a.mount allowed per section 127of the
Internal Revenue Codeas a.mended.
(3) IHEs may offer employees tuition

wa.ivers or tuition reductions for un-
dergraduate education under IRC Sec-
tion 117(d)as amended, provided tha.t
the benefit does not discr1mina.te in
fa.vor of highly compensated employ-
ees. Federal reimbursement of tuition

2 CFRCh. II (1-1-15 Edition)

or remission of tuition is also limited
to the institution for which the em-
ployee works. See §200.466Scholartlh1pa
and student aid costs, for treatment of
tuition remisefon provided to students.
(k) For IHEs whose costs are paid by

state or local governments, fringe ben-
efit programs (such all pension costs
and FICA) and any other benefits costs
specifically incurred on behalf of, and
in direct benefit to, the non-Federal
entity, are allowable costs of such non-
Federal entities whether or not these
costs are recorded in the' accounting
records of the non-Federal entities,
subject to the following:
(1) The costs meet the requirements

of Basio Considerations in §§200.402
Composition of costs through 200.411
Adjustment of previously negotiated
indirect (F&A) cost rates containing
unal1owa.blecosts of this subpart;
(2) The costs are properly supported

by approved cost allocation plans in ac-
cordance with applicable Federal cost
accounting principles; and
(3) The costs are not otherwise borne

directly or indirectly by the Federal
Government.
(78 FR 71608.Dec.26, ~13, as amended at 79
FR 75886,Dec.19,~14]

§200.432 ConferenCell.
A conference is defined as a meeting,

retreat, seminar, symposium, work-
shop or event whose primary purpose 1s
the dissemination of technical infor-
mation beyond the non-Federal entity
and is necessary and reasonable for
suocessfu! performance under the Fed-
era.l award. Allowable oonference costs
paid by the non-Federal entity as a.
sponsor or host of the conference may
include rental of facilities, speakera'
fees, costs of meals and refreshmente,
local transportation, and other items
incidental to such conferences unless
further restricted by the terms and
conditions of the Federal award. A£,
needed. the costs of identifying, but
not providing, locally available depend-
ent-care resources are allowable. Con-
ference hosts/sponsors must exercise
discretion a.nd judgment in ensuring
that conference costs are a.ppropriate,
necessary and managed in a manner
that minim1zes costs to the Federal
award. The Federal awarding agency
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may authorize exceptIons where appro-
priate for programs 1ncluding Indian
tribes, children, and the elderly. See
also §§200.488 Entertainment oosts.
200.466 Participant support costs,
200.4'14 Travel costs. and 200.4'15 Trust-
ees.

§200.433 ContingeDcy provisions.
(a) Contingency is that part of a

budget estimate of future costs (typi-
cally of large construotion projects. IT
systems. or other items as approved by
the Federal awarding agency) which is
associated with poSBibleevents or con-
ditions arising from causes the precise
outcome of which is 1ndetermina.ble at
the time of estdmate, and that experi-
ence shows will likely result. in aggre-
gate, 1n additional costs for the ap-
proved a.ctivity or project. Amounts for
major project scope ch&)lges. unfore-
Been riske. or extraordinary events
may not be included.

(b) It is permissible for contingency
amounts other than those excluded in
paragraph (a) of this sectdon to be ex-
p11citly included 1n budget estimates,
to the extent they are necessary to im-
prove the precisIon of those estImates.
Amounts must be estimated us1ng
broadly-accepted cost estimating
methodologies, specified in the budget
documentation of the Federal award,
and aocepted by the Federal awarding
agency. AB such, contingency amounts
are to be 1ncluded in the Federal
award. In order for actual costs in-
curred to be allowable, they must com-
ply with the oost principles a.nd other
requirements in this part (see also
§§200.300 Statutory a.ndnational policy
requirements through 200.909 Period of
performance of Subpart D of this part
and 200.403 Factors affecting allow-
ability of costs); be necessary and rea-
sonable for proper and efficient accom-
plishment of project or program objec-
tives, and be verifiable from the non-
Federal entity's records.

(c) Payments made by the Federal
award1ng agency to the non-Federal
entity's "oontingenoy reserve" or any
similar payment made for events the
occurrence of which cannot be foretold
with certainty as to the time or 1nten-
sity, or with an assurance of their hap-
pening, are unallowable. except as
noted in 1§200.431 Compeneat1on-

§200A34

fringe benefits regarding self-1nsur-
ance, pensions. severance and post-re-
tirement health costs and 200.447 Insur-
ance and indemnification.
[78 FR 78608, Dec. 26, 2015. as &.mended at 79
FR 75886.Dec.19. 20HJ

§JOO.4S4 Contributions aDd donations.
(a) Costs of contributions a.nd dona-

tions, 1ncluding cash, property, and
services, from the non-Federal entity
to other entities, are unalfowable,

(b) The value of services and property
donated to the non-Federal entity may
not be charged to the Federal award ei-
ther as a direct or indirect (F&A) cost.
The value of dona.ted services and prop-
erty may be used to meet cost sharing
or matching requirements (see §200.306
Cost sha.ring or matching). Deprecia-
tion on donated assets is permitted in
accordance with §200.436 Depreciation,
as long as the donated property Is not
counted towards cost sharing or
matching requirements.

(c) Services donated or volunteered
to the non-Federal entIty may be fur-
nished to a non-Federal entity by pro-
fessionaJ and technical personnel, con-
sultants, and other sk1l1ed and un-
skilled labor. The value of these serv-
ices may not be charged to the Federal
award either as a direct or indirect
cost. However, the value of donated
services may be used to meet cost shar-
ing or matching requirements in ac-
cordance with the provisions of 1200.306
Cost sharing or matching.

(d) To the extent feasible, services
donated to the non-Federal entity will
be supported by the same methods used
to support the allocab1l1ty of regular
personnel services.

(e) The following provisions apply to
nonprofit organiza.tions. The value of
services dona.ted to the nonprofit orga-
nization utilized in the performance of
a direct cost activity must be consid-
ered in the determination of the non-
Federal entity's indirect cost rate(s)
and, accordingly, must be allocated a
proportionate share of applicable indi-
rect costs when the following cir-
cumstances exist:

(1) The aggregate value of the serv-
ices Is material;

(2) The services are supported by a
significant amount of the indirect
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costs incurred by the non-Federal enti-
ty;
(i) In those instances where there is

no basis for detennining the fair mar-
ket value of the services rendered, the
non-Federal entity and the cognizant
agency for indirect costs must nego-
tiate an appropriate allocation of indi-
rect cost to the services.

(11) Where donated services directly
benefit a project supported by the Fed-
eral award, the indirect costs allocated
to the services will be considered as a
part of the total costs of the project.
Such indirect costs may be reimbursed
under the Federal award or used to
meet cost sharing or matching require-
ments.
(f) Fair market value of donated

servrces must be computed as described
in §200.306Cost sharing or matching.
(g) Personal Property and Use of

Space.
(1) Donated personal property and

use of space may be furnished to a non-
Federal entity. The value of the per-
sonal property and space may not be
charged to the Federal award either as
a direct or indirect cost.
(2)Tbe value of the donations may be

used to meet cost sharing or matching
share requirements under the condi-
tions described in §f 200.300Statutory
and national polioy requirements
through 200.309Period of perlonnance
of subpart D of this part. The value of
the donations must be detennined in
accordance with §§2oo.300Statutory
and national policy requirements
through 200.309Period of perlorma.nce.
Where donations are treated as indirect
costs, indirect cost rates will separate
the value of the donations so that re-
imbursement will not be made.
[78 FR 78608.Dec. 26, 2013, IlB amended at 79
FR 75886,Dec. 19.2014]

i200.'85 DefeDlMl and Pl'08eCUtiOD of
criminaI aDd civil proceedings,
claims,appeal8 and patent iDfriDge·
menta.

(a) Definitions for the purposes of
this section.

(1) Conviction means a judgment or
conviction of a criminal offense by any
court of competent jurisdiction, wheth-
er entered upon verdict or a plea, in-
cluding a conviction due to a plea of
nolo contendere.

2 CFRCh. II (1-1-15 EdItion)

(2) Costs include the services of in-
house or private counsel, accountants.
consultants, or others engaged to as-
sist the non-Federal entity before, dur-
ing, and after commencement of a judi-
cial or administrative proceeding, that
bear a direct relationship to the pro-
ceeding.

(3) Fraud means:
(1) Acts of fraud or cormption or at-

tempts to defraud the Federal Govern-
ment or to corrupt 1ts agents,

(11) Acts that constitute II. cause for
debarment or suspension (as epecified
in !l.gBncyrelrUlat10ns), and
(iii) Acts which violate the False

Claims Act (31 U.S.C. 3729-3732)or the
Anti-kickback Act (41 U.S.C. 1S20a-
7b(b».

(4) Penalty does not include restitu-
tion, reimbursement, or compensatory
damages.

(5) Proceeding includes an investiga-
tion.
(b) Costs. (1) Except as otherwise de-

scribed herein, costs incurred in con-
nection with any criminal, civil or ad-
ministrative prooeeding (including fil-
ing of a falee certification) commenced
by the Federal Government, a state,
local government, or foreign govern-
ment, or joined by the Federal Govern-
ment (including a proceeding under the
False Claims Act), against the non-
Federal entity, (or commenced by third
parties or a current or fonner em-
ployee of the non-Federa.l entity who
submits a. whistleb10wer complaint of
reprisal in accordanoe with 10 U.S.C.
2409or 41U.S.C. 4712),are Dot allowa.ble
if the proceeding:
(i) Rela.tes to a violation of, or failure

to comply with. a Federal, state, local
or foreign statute, regulation or the
terms and conditions of the Federal
a.ward, by the non-Federal entity (in-
o]uding its agents and employees); and
(11)&sults in any of the following

dillpositions:
(A) In a. criminal proceeding, a con-

viction.
(B) In a civil or administrative pro-

ceeding involving an allega.tion of
fraud or similar misconduct, a deter-
mination of non-Federal entity liabil-
ity.
(C) In the case of any civll or a.dmin-

tstratdve proceeding, the disa.llowance
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of costs or the imposition of a mone-
tary penalty, or an order issued by the
Federal awarding agency head or dele-
gate to the non-Federal entity to take
corrective action under 10 U .S.C. 2409
or 41 U.S.C.4712.
(D)A final decision by an appropriate

Federal official to debar or suspend the
non-Federal ent1ty, to rescind or void a
Federal award, or to terminate a Fed-
eral award by reason of a violation or
!allure to comply with a statute, regu-
lation, or the terms and conditions of
the Federal aWard.
eE) A disposition by consent or com-

promise, if the action could have re-
sulted in any of the dispOe1tions de-
scribed in paragraphs (b)(J)(ii)(A)
through (D)of this section.
(2) If more than one proceeding in-

volves the SAme alleged misconduct,
the costs of all such proceedings are
unallowable if any results in one of the
dispositiOns shown in paragraph (b) of
this section.
(c) If a proceeding referred to in para-

grapb (b) of this section is commenced
by the Federal Government and is re-
solved by consent or compromise pur-
suant to an agreement by the non-Fed-
eral entity and the Federal Govern-
ment, then the oosts incurred may be
allowed to the extent specifically pro-
vided in such agreement.
(d) If a proceeding referred to in para-

graph (b) of this section is commenced
by a state, local or foreign government,
the authorized Federal official may
allow the costs incurred if such author-
ized official determines that the costs
were incurred as a result of:
(1)A speCific term or condition of the

Federal award, or
(2) SpecUic written direction of an

authorized official of the Federal
awarding agency.
(e) Costs incurred in connection with

proceedings described in paragraph (b)
of this section, which are not made un-
allowable by that subsection, may be
allowed but only to the extent that:
(1) The costs are reasonable and nec-

essary in relation to the administra-
tion of the Federal award and activi-
ttee required to deal with the pro-
ceeding and the underlying cause of ac-
tion;
(2) Payment of the reasonable, nec-

essary, allocable and otherwise allow-

§200.435

able costs incurred Is not prohibited by
any other provision(s) of the Federal
award;
(3) The costs are not recovered from

tbe Federal Government or a third
party, eitber directly as a result of the
proceeding or otherwise; and,
(4) An authorized Federal offioial

must determine the percentage of costs
allowed considering the complexity of
litigation, generally accepted prin-
ciples governing the award of legal fees
in oivil actions involving tbe United
States, and such other factors as may
be appropriate. Sucb percentage must
not exceed 80 percent. However, if an
agreement reached under paragrapb (c)
of this section has explicitly consid-
ered this 80percent limitatiOn and per-
mitted a higher percentage, then the
full amount of costs resulting from
that agreement are allowable.
.(f) Costs incurred by the non-Federal
entity in connection with the defense
of suits brougbt by its employees or ex-
employees under section 2 of the Major
Fraud Act of 1988 (18 U.S.C. lOS1), in-
cluding the cost of all relief neoessary
to make such employee whole, wbere
the non-Federal entity was found l1able
or settled, are unallowable.
(g) Costs of prosecution of claims

against the Federal Government, in-
cluding appeals of final Federal agency
decisions, are unallowable.
(h) Costs of legal, accounting, and

consultant servtcee, and related costs,
inourred in connection with patent in-
fringement litigation, are unallowable
unless otherwise provided for in the
Federal award.
(I) Costs which may be unallowable

under this seotlon, including directly
associated costs, must be segregated
and aocounted for separately. During
the pendency of any proceeding covered
by paragraphs (b) and (0 of this sec-
tion, the Federal Government must
generally withhold payment of such
oosts. However, if in its best interests,
the Federal Government may provide
for oonditional payment upon provision
of adequate seCurity, or other adequate
assurance, and ap'eement to repay all
unallowable costs, plus interest, if the
costs are subsequently determined to
be unallowable.
[78 FR 78608, Dec. 26, 2013, 8.8 amended at ?9
FR 75886, Dec. 19, 2014J
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§200.436 Depreciation.
(a) Depreciation 1s the method for al-

locatillg the cost of fixed assets to peri-
ods benefitting from asset use. The
non-Federal entity may be com-
pensated for the use 01 its buildings,
capital improvements, equipment, and
software projecte oapitalized in accord-
ance with GAAP, provided tha.t they
are used, needed in the non-Federal en-
tity's aotivities, and properly allocated
to Federal awards. Such compensation
must be made by computing deprecia-
tion.
(b) The a.llocation for depreciation

must be made in accordance with Ap-
pendices ill through IX.
(c) De}lJ:ooia.tionis computed a.pply-

tng the following rules. The computa-
tion of depreciation must be based on
the a.cquisition cost of the assets in-
volved. For an asset dona.ted to the
non-Federal entity by a.third party, its
fa.1rmarket value at the time of the do-
nation must be considered as the acqui-
sition cost. Such assets ma.y be depre-
ciated or claimed as matching but not
both. For the purpose of computing de-
preciation, the acquisition cost will ex-
clude:
(1)The cost of land;
(2) AIly portion of the cost of build-

ings and equipment borne by or do-
nated by the Federal Government, irre-
spective 01 where title was originally
vested or where it is presently located;
(3) AIly portdon of the cost of build-

ings and equipment contributed by or
10r the non-Federal entity where law or
agreement prohibits recovery; and
(4)A:D.yasset acqnired solely for the

performance of a non-Federal award.
(d) When computing depreciation

charges, the following must be ob-
served:
(1) The period of useful service or

useful Ufe established in each case for
usable capital assets must take into
consideration such factors a.s type of
construction, nature of the equipment,
technological developments in the par-
ticular area, historical data, and the
renewal and replacement policies fol-
lowed for the individual items or class-
es of assets involved.
(2) The depreciation method used to

charge the cost of an asset (or group of
assets) to accounting periods must re-
flect the pattern of consumption of the

2 CFR Ch.1I (1-1-15 Edmon)

asset during its useful life. In the ab-
senoe of clear evidence indicating that
the expected consumption of the asset
will be Significantly greater in the
early portions than in the later por-
tions of its useful life, the straight-line
method must be presumed to be the ap-
propriate method. Depreciation meth-
ods once used may not be changed un-
less approved in advance by the cog-
nizant agency. The depreciation meth-
ods used to caloulate the depreoiation
amounts for indirect (F&A) rate pur-
poses must be the same methods used
by the non-Federal entity for its finan-
cial statements.
(3) The entire building, including the

shell and all components, may be treat-
ed as a single asset and depreciated
over a single useful 11fe. A building
may also be divided into multiple com-
ponents. Each component item may
then be depreciated over its estimated
useful 11fe. The building components
must be grouped into three general
components of a. building: building
shell (Including construction and de-
sign costs), building services systems
(e.g., elevators, HVAC, plumbing sys-
tem and heating and air-conditioning
system) and fixed equipment (e.g.,
sterilizers, ca.sework, fume hoods, cold
rooms and glassware/washers). In ex-
ceptional oases, a cognizant agenoy
may authorize a non-Federal entity to
use more than these three groupings.
When a non-Federal entity elects to de-
preciate its buildings by its compo-
nents. the same depreoiation methods
must be used for indirect (F&A) pur-
poses and financial statements pur-
poses, as described in paragraphs (d)(1)
and (2)of this section.
(4) No depreciation may be allowed

on any a.ssets that have outl1ved their
depreciable lives.
(5)Where the depreciation method is

introduced to replace the use allow-
ance method, depreoiation must be
computed as if the asset had been de-
preCiated over its entire life (I.e., from
the date the asset wa.s acquired and
ready for use to the date of disposal or
withdrawal from service). The total
amount of use allowance and deprecia-
tion for an asset (Including imputed de-
preciation applicable to periods prior
to the conversion from the use allow-
ance method as well a.s depreCiation

156
AIT ACHMENT _... j2_ ....._._

0C) \4'0PAGE ••__• OF ••_.•••••••. PAGES



OMB Guidance

&iter the conversion) may not exceed
the total acquisition cost or the asset.
(e) Charges for depreciation must be

supported by adequate property
records, and physical inventories must
be taken at least once every two years
to ensure that the assets exist and are
usable, used, and needed. Statistical
sampling techniques may be used in
taking these inventories. In addition,
adequate depreciation records showing
the amount of depreciation taken each
period must also be maintained.
[78 FR 78808. Dec. 26. 2n13. &S amended at 79
FR 75886.Dec. 19. 2014]

§200.487 Employee health and welfare
costs.

(a) Costs incurred in accordance with
the non-Federal entity's documented
policies for the improvement of work-
ing conditions, employer-employee re-
lations, employee health, and employee
performance are allowable.
(b) Such costs will be squitably ap-

portioned to all activities of the non-
Federal entity. Income generated from
any of these activities will be credited
to the cost thereof unless such income
has been irrevocably sent to employee
welfare organizations.
(c) Losses resulting from operating

food services are allowable only if the
non-Federal entity's objective is to op-
erate such services on a break-even
basis. Losses sustained because of oper-
ating objectives other than the above
are allowable only;
(l) Where the non-Federal entity can

demonstrate unusual circumstances;
and
(2) With the approval of the cog-

nizant agency for indirect costs.

1200.438 Entertainment costa.
Costs of entertainment, including

amusement, diversion, and social ac-
tivities and any associated costs are
unallowable, except where specific
costs that might otherwise be consid-
ered entertainment have a pro-
grammatic purpose and are authortzed
either in the approved budget for the
Federal award or w1th prior written ap-
proval of the Federal awarding agency.

1200.439

1200.439 Equipment and other capital
expenditure&.

(a) See §§200.13Capital expenditures,
200.33 Equipment, 200.89 Special pur-
pose equipment. aJO.48 General purpose
equipment, 200.2Acquisition cost, and
200.12Ca.pital assets.
(b) The following rules of allow-

abil1ty must apply to equipment and
other capital expenditures:
(1) Capital expenditures for general

purpose equipment, buildings. and land
are unallowable as direct charges, ex-
cept with the prior written approval of
the Feders.l lLWardingagency or pass-
through entity.
(2) Capital expenditures for special

purpose equipment are a.llowable as di-
rect costs. provided that items with a
unit cost of $6,000 or more have the
prior written approval of the Federal
awarding agency or pass-through enti-
ty.
(S) Capital expenditures for improve-

ments to land, buildings. or equipment
which materially increase their value
or useful life are unallowable as a di-
rect cost except with the prior written
approval of the Federal awarding agen-
cy, or p&ss-through'entity. See §200.436
Deprecratton, for rulee on the allow-
ability of depreciation on buildings,
capital improvements. and equipment.
See also §200.465Rental costs of real
property and equipment.
(4)When approved as a direct charge

pursuant to paragraphs (b)(1) through
(3) of this section, capital expenditures
wlll be charged in the period in which
the expenditure is incurred, or as oth-
erwise determined appropriate and ne-
gotiated with the Federal awardtng
agency.
(5) The unamortized portion of any

equipment written off as a result of a
change in capitalization levels may be
recovered by continuing to claim the
otherwise allowable depreoiation on
the equipment, or by amortizing the
amount to be written off over a period
of years negotiated w1th the Federal
cognizant agency for indirect cost.
(6) Cost of equipment disposal. If the

non-Federal entity is instructed by the
Federal awarding agency to otherwise
dispose of or transfer the equipment
the costs of such disposal or transfer
are allowable.
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(7) Equipment and other capital ex-
penditures are unallowable llo8 indirect
costs. See §200.436 Depreciation.
[78 FR 78608, Dec.36, 2013, as amended at 79
FR 75886,Dec. 111, 2014]

§200.440 Exchange rates.
(a) Cost increases for Ductuations in

exchange rates are allowable costs sub-
ject to the avallab1l1ty of fUnding,
Prior approval of exchange rate Duc-
tuations Is required only when the
ch~e results in the need for addi-
tional Federal funding. or the in-
creased costs result in the need to Iiig-
niflcantly reduce the scope of the
projeot. The Federal awarding agency
must however ensure that adequate
funds are available to cover currency
Ductuations in order to avoid a viola-
tion of the Anti-Deficiency Act.
(b) The non-Federal entity is re-

quired to make reviews of local cur-
rency gains to determine the need for
additional federal funding before the
expiration date of the Federal award.
Subsequent adjustments for currency
increases may be allowable only when
the non-Federal entity provides the
Federal awarding agency with ade-
quate source documentation from a
commonly used source in effect at the
time the expense was made, and to the
extent that sufflcient Federal funds are
available.
[78 FR 78608, Dec. 26. 201S, as amended at 79
FR 76886,Dec. 19, 2014]

§2000441FinN, penalties, damages
and other settlements.

Costs resulting from non-Federal en-
tity violations of. alleged violations of,
or failure to comply with, Federal,
state. tribal, local or foreign laws and
regulations are unallowable, except
when incurred as a result of compli-
ance with specific provisions of the
Federal award, or with prior written
approval of the Federal awarding agen-
cy. See also 1200.435 Defense and pros-
ecution of criminal and civil pro-
ceedings, claims, appeals and patent
in!ringemen teo

t 200.442 Fund raiaing and investment
management COBtIl.

(a) Costs of organized fund raising,
including financial campaigns, endow-

2 CFRCh. II (1-1-15 Ecltlon)

ment drives, sol1citation of gifts and
bequests, and similar expenses incurred
to raise capital or obtain contributions
are unallowable. Fund raising costs for
the purposes of meeting the Federal
program objectives are allowable with
prior written approval from the Fed-
eral awarding agency. Proposal costs
are covered in li200.460 Proposal costs.
(b) Costs of investment counsel and

staff a.nd similar expenses incurred to
enhance inoome from investments are
unallowable except when associated
with investments covering pension,
self-insurance, or other funds which in-
clude Federal participation allowed by
thUIpart.
(c) coste related to the physical cus-

tody and control of monies and securi-
ties are allowable.
(d) Both allowable and unallowable

fund raising and investment activities
must be allocated as an appropriate
share of indirect costs under tbe condi-
tions described in 1200.413 Direct costs.

I iOOMS GainB and lones on disposi.
tion of depreciable •• sets.

(a) Gains and loesee on the sale. re-
tirement. or other disposition of depre-
ciable property must be included in the
year in which they occur as credits or
. charges to the asset cost grouping(s) in
which the property was included. The
amount of the gain or loss to be in-
cluded as a. credit or charge to the ap-
propriate asset cost grouping(s) is the
difference between the amount realized
on the property and the undepreciated
basis of the property.
(b) Gains and losses from the disposi-

tion of depreciable property must not
be recognized as a separate credit or
charge under the following conditions:
(1) Tb.e gain or loss is processed

through a depreCiation account and Is
reDected in the depreciation allowable
under §§200.436 Depreciation and 200.439
Equipment a.nd other capital expendi-
tures.
(2) Tbe property Is given in exchange

as part of the purchase price of a simi-
lar item and the gain or loss is taken
into account in determining the depre-
ciation cost basis of the new item.
(3) A loss results from the failure to

maintain permissible insurance. except
as otherwise provided in §200.447 Insur-
ance and indemnification.
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(4) Compensa.tlon for the use of the
property was provided through use al-
lowances 1n lieu of depreciation.
(5) Ga1ns and losses ariBing from

mass or extraordinary sates, retire-
ments, or other dispositions must be
considered on a case-by-case basis.
(c) Gains or losses of a.nynature aris~

ing from the sale or exchange of prop-
erty other than the property covered in
paragraph (a) of this section, e.g., land,
most be excluded 1ncomputing Federal
ILwardcoste.
(d) When assets a.oqu1redwith Fed-

eral funds, 1n part or wholly, are dis-
posed of, the distribution of the pro-
ceeds must be made in accordance with
it 200.310lnBuranoe Coverage through
200.316Property trust relatlonsb1p.
['18 FR 78608, Dec. 2fl, 2018. a.s amended at 79
J'R 75886, Dec. 19, 2014)

§200.444 General costs of government.
(a) For states, local governments,

and Indian Tribes, the general coste of
government are unallowable (except as
provided 1n §2OO.474 Travel costs). Una.l-
lowable coste 1nclude:
(1) Salaries and expenses of the Office

of the Governor of a state or the chief
executive of a local government or the
chief executive of an Indian tribe;
(2) Salaries and other expenses of a

state legislature, triba.l council, or
similar local governmental body, such
as a. county supervisor, city council,
school board, etc., whether incurred for
purposes of legislation or executive di-
rection;
(3) Costs of the judicial branch of a

government;
(4) Costs of prosecutorial activities

unless treated as a direct cost to a spe-
cific program if authorized by statute
or regulation (however, this does not
preclude the allowability of other legal
activities of the Attorney General as
described In §200.435Defense and pros-
ecution of criminal and civil pro-
ceedings, claims, appeals and patent
infringements); and
(5) Costs of other general types of

government services normally provided
to the general public, such as fire and
police, unless provided for as a direct
cost under a program statute or regula-
tion.
(b) For Indian tribes and Counclls of

Governments (COGs) (see §200.64Local

5200.446

government), up to 50%of sa.laries and
expenses directly attributable to man-
aging and operating Federal programs
by the chief executive and his or her
staff can be 1ncluded in the indirect
cost calculation without documenta-
tion.
['78 FR 78606, Dec. 26, S013, lUI amended a.t 79
FR 75886, Dec. 19, 2(14)

§JOO.44a Goods or lHlrvicee for per·
IIODal UIIe.

(a) Costs of goods or services for per-
sonal use of the non-Federal ent1ty's
employees are unaliowable regardless
of whether the cost is reported as tax-
able income to the employees.
(b) Costs of housing (e.g., deprecia-

tion, maintenanoe, utilities, fur-
nishings, rent), housing allowances and
personal living expenses are only al-
lowable as direct costs regardless of
whether reported as taxable income to
the employees. In addition, to be allow-
able direct costs must be approved in
advance by a Federal awarding agency.

§200.446 Idle facilities and idle capac-
ity.

(a) As used in this section the fol-
lowing terms have the meanings set
forth in this section:
(1) Facl11tles means land and build-

ings or any portion thereof, equipment
indiyidually or collectively, or any
other tangible capItal aseet, wherever
located, and whether owned or leased
by the non-Federal entIty.
(2) Idle facilities means completely

unused facilltles that are excess to the
non-Federal entity's current needs.
(3) Idle capacity means the unused

capacity or partially used fac11lties. It
1s the difference between:
(i) That which a ra.oillty oould

achieve under 100 percent operating
time on a one-shift basis less operating
interruptions resulting from time lost
for repairs, setups. unsatisfactory ma-
terials, and other normal delays and;
(11)The extent to which the fac111ty

was actually used to meet demands
during the accounting period. A multi-
shift basis should be used if it can be
shown that this amount of usage would
normally be expected for the type of fa-
cility involved.
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(4) Cost of idle iac1l1t1es or idle ca-
pacity means costs such as mainte-
nance. repair, housing, rent, and other
related costs. e.g., insurance, interest,
and depreciation. These costs could in-
clude the costs of idle public sa.fety
emergency facilities, telecommuni-
cations, or information technology sys-
tem capacity that is built to withstand
major fluctuations in load, e.g., con-
solidated data centers.
(b) The costs of idle facilities are un-

allowable except to the extent that:
(1) They are necessary to meet work-

load requirements which may fluctuate
and are allocated a.ppropriately to all
benefiting programs; or

(2) Although not necessary to meet
fluctuations in workload, they were
necessary when acquired and a.re now
idle because of changes in program re-
quirements, efforts to achieve more ec-
onomical operations, reorganisatdon,
termination, or other causes which
could not have been reaBonably fore-
seen. Under the exception stated in
this subsection, costs of idle facilities
are allowable for a reasonable period of
time. ordinarily not to exceed one
year, depending on the initiative taken
to use, lease, or dispose of such fac1l1-
ties.
(c) The costs of idle capacity are nor-

mal costs of doing business and are a
factor in the normal fluctuations of
usage or indirect cost rates from period
to period. Such costs are allowable,
provided that the capacity is reaeon-
ably anticipated to be necessary to
carry out the purpose of the Federal
award or was orig1nally rea.sonable and
is not subject to reduction or elimi-
nation by use on other Federal awards,
subletting. renting, or sale, in accord-
ance with sound business, economic, or
security practices. Widespread idle ca-
pacity throughout an entire fac1l1ty or
among a group of assets having sub-
stantially the same function may be
considered idle fac1l1ties.

§200.44'7 Insurance aDd indemnifica·
tiOD.

(a) Costs of insurance required or ap-
proved and maintained, pursuant to
the Federal award, are allowable.
(b) Costs of other insurance in con-

nection with the general conduct of ac-

2 CFRCh. II (1-1-15 Edition)

tiv1ties are allowable subject to the
following limitations:
(1) Types and extent and cost of cov-

erage are in accordance with the non-
Federal entity's policy and sound busi-
ness practice.
(2) Costs of insurance or of contribu-

tions to any reserve covering the risk
of loss of, or damage to, Federal Gov-
ernment property are unallowable ex-
cept to the extent that the Federal
awarding agency has specifically re-
quired or approved such costs.
(3) Costs allowed for business inter-

ruption or other similar insurance
must exclude coverage of management
fees.

(4) Costs of insurance on the lives of
trustees, officers, or other employees
holding poettions of similar respon-
sibilities are allowable only to the ex-
tent that the insurance represents ad-
ditional compensation (see §200.431
Compensation-fringe benefits). The
cost of such insurance when the non-
Federal entity is identified as the bene-
ficiary is unallowable.

(5) Insurance against defects. Costs of
insurance with respect to any costs in-
curred to correct defects in the non-
FederaJ entity's materials or work-
manship are unallowable.
(6) Medicall1ab111ty(malpractice) in-

surance. Medical liability insurance is
an allowable cost of Federal research
programs only to the extent that the
FederaJ research programs involve
human subjects or training of partici-
pants in research techniques. Medical
liability insurance costs must be treat-
ed as a direct cost and must be as-
signed to individual projects based on
the manner in which the insurer allo-
cates the risk to the population cov-
ered by the insurance.
(c) Actual losses which could have

been covered by permissible insurance
(through a self-insurance program or
otherwise) are unallowable, unless ex-
prelS8ly provided for in the Federal
award. However, costs incurred because
of lOSBe8 not covered under nominal de-
duotible insurance coverage provided
in keeping with Bound management
practice, and minor losses not covered
by insurance, such as spoilage, break-
age, and disappearance of small hand
tools, which occur 1n the ordinary
course of operations, are allowable.
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(d) Contributions to a reserve for cer-
tain self-insurance programs including
workers' compensation, unemployment
compensation, and severance pay are
allowable subiect to the following pro-
v1s1ons:

(1) The type of coverage and the ex-
tent of coverage and the rates and pre-
miums would have been allowed had in-
surance (including re1nsurance) been
purchased to cover the r1sks, However,
provis1on for known or reasonably esti-
mated self-insured liabilit1es, wh1ch do
not become payable for more than one
year after the provision is made, must
not exceed the d1scounted present
value of the l1ab1l1ty.The rate used for
disoounting the l1ab1l1tymust be deter-
mined by giving cons1deration to such
factors as the non-Federal entity's set-
tlement rate for those liab1l1ties and
its investment rate of return.

(2) Earnings or 1nvestment income on
reserves must be credited to those re-
serves.
(3)(i) Contr1butions to reserves must

be based on sound actuarial principles
using historical experience and reason-
able assumptions. Reserve levels must
be analyzed and updated at least b1en-
nially for each major risk be1ng in-
sured and take into account any rein-
surance, coinsurance, etc. Reserve lev-
els related to employee-related cov-
erages will normally be limited to the
value of claims:
(A) Submitted and adjudicated but

not paid;
(B) Submitted but not adjud1oa.ted;

and
(C) Incurred but not submitted.
(ii) Reserve levels in excess of the

a.mounts based on the above must be
identified and just1f1ed in the cost allo-
cation plan or indirect cost rate pro-
posal.
(4) Accounting records, actuaria.l

studies, and cost alloca.tions (or bil-
lings) must recognize any significant
differences due to types of insured risk
and losses generated by the vartous in-
sured activities or agencies of the non-
Federal entity. If individua.l depart-
ments or agencies of the non-Federal
entity experience significantly dif-
ferent levels of claims for a particular
risk, those differences are to be recog-
nized by the use of separate allocations

§2oo.448

or other techniques resulting in an eq-
uitable allocation.
(5) Whenever funds are transferred

from a self-1nsurance reserve to other
accounts (e.g., general fund or unre-
stricted account), refunds must be
made to the Federal Government for
its share of funds transferred, including
ea.rned or Imputed interest from the
date of transfer and debt interest, if ap-
plicable, chargeable in acoordance with
applicable Federal oogniza.nt agency
for indireot oost, claims collection reg-
ulations.
(e) Insuranoe refunds must be cred-

ited against insurance costs in the year
the refund is received.
(f) Indemn1fication includes securing

the non-Federal entity against liabll-
ities to third persons and other losses
not compensated by insurance or oth-
erwise. The Federal Government is ob-
ligated to indemnify the non-Federal
entity only to the extent expressly pro-
vided for in the Federal award, except
as provided in paragraph (0) of this sec-
tion.

§100.448 Intellectual property.
(a) Patent costs. (1) The following

costs rela.ted to securing patents and
copyrights are allowable:

(1) Costs of preparing disclosures, re-
ports, and other documents required by
the Federal award, and of searching the
art to the extent necessary to make
such disclosures;
(ii) Costs of preparing documents and

a.ny other patent costs in connection
with the filing and prosecution of a
United States patent application where
title or royalty-free lioense is required
by the Federal Government to be con-
veyed to the Federal Government; and
(11i) General counseling services re-

lating to pa.tent and copyright matters,
such as advice on patent and copyright
laws, regulations, clauses, and em-
ployee intellectua.l property agree-
ments (See also §200.459Professional
service costs).
(2) The following costs related to se-

ouring patents and copyrights are unal-
lowable:
(1)Costs of preparing disclosures, re-

ports, and other documents, and of
searching the art to make disolosures
not required by the Federal award;
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(11)Costs 1n connection with fil1ng
and prosecuting any foreign patent ap-
plication, or any United States patent
application, where the Federal award
does not require conveying title or a
royalty-free l1cense to the Federal
Government.
(b) Royalties and other costs for use of

txuents and copyright.!. (1)Royalties on
a patent or copyright or amortization
of the cost of acquiring by purchase a
copyright, patent, or rights thereto,
necesllA1'Yfor the proper performance
of the Federal award are allowable un-
less:
(I) The Federal Government a.lrea.dy

has a l1cense or the right to free use of
the patent or copyright.
(ii) The patent or copyright has been

adjudicated to be invalid, or has been
administratively determined to be in-
valid.
(111)The patent or copyright is con-

sidered to be unenforceable.
(Iv) The patent or copyright Is ex-

pired.
(2)Special care should be exercised in

determining reasonableness where the
royalties may have been arrived at as a
result of less-than-arm's-length bar-
gaining, such as:
(I) Roya.lties paid to persons, includ-

ing corporations, a.ff1l1ated with the
non-Federal entity.
(U) Royalties pa.ld to unaffiliated

parties, including oorporations, under
an agreement entered into in con-
templa.tion that a Federal award would
be made.
(iii) Royalties paid under an agree-

ment entered into after a. Federal
award is made to a non-Federal entity.
(3) In ILDY case involving a patent or

copyright formerly owned by the nOD-
Federal entity, the amount of royalty
allowed must not exceed the cost which
would have been allowed had the non-
Federal entity retained title thereto.
['18 FR 78608, Dec. 26, 2013, as amended at 79
FR 76886, Dec. 19. 2014)

§ 200.449 Interest.
(a) General. Costs incurred for 1nter-

est on borrowed ca.pital, temporary use
of endowment funds, or the use of the
non-Federal entity's own funds, how-
ever represented, are unallowable. Fi-
nancing costs (1ncluding interest) to
acquire, construct, or replace capital

2 CFR Ch. II (1-1-15 EdHon)

assets are allowable, subject to the
conditions in this section.
(b)(1) Capital a.ssets ill defined as

noted in §200.12 Capital assets. An
asset cost includes (as applicable) ac-
quisition costs, construction costs, and
other costs capitalized in accordance
with GAAP.
(2) For non-Federal entity fiscal

years beg1nning on or after January 1,
2016,1nt.a.ng1bleassete include patents
and computer software. For software
development projects, only interest at-
tributable to the portion of the project
costs capitalized in accordance with
G.A.APis allowa.ble.
(c) Conditions for all non-Federal enti-

ties. (1)The non-Federal entity uses the
capital assets in support of Federal
awards;
(2) The a.llowa.ble asset costs to ae-

quire facil1ties and equipment are lim-
ited to a fair market value available to
the non-Federal entity from an unre-
lated (arm's length) third party.
(3) The non-Federal entity obtains

the financing via an arm's-length
tra.nsaction (that is, a transaction with
an unrelated third party); or claims re-
imbimlement of actual interest oost at
a rate avallable via such a transaction.
(4) The non-Federal entity limits

claims for Federal reimbursement of
Interest costs to the least expensive aI-
terna.tive. For example, a capital lease
may be determined less costly than
purchasing through debt financing, in
whlch case reimbursement must be
limited to the amount of interest de-
termined if leasing had been used.
(5) The non-Federal entity expenses

or capitalizes allowable interest cost in
accordance with G.A.AP.
(6) Earnings generated by the invest-

ment of borrowed funds pending their
disbursement for the asset costa are
used to offset the current period's al-
lowable interest cost, whether that
cost is expensed or capitalized. Earn-
ings subject to being reported to the
Federal Internal Revenue Service
under arbitrage requirements are ex-
cludlLble.
(7) The following conditions must

apply to debt arrangements over $1
mlllion to purchase or construct fa.cili-
ties, unless the non-Federal entity
makes an 1nltial equity contribution to
the purchase of 25percent or more. For
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this purpose, "initial equ1ty contribu-
tion" means the amount or value of
contributions made by the non-Federal
entity for the acqu1sition of facil1t1es
prior to occupancy.
(i) The non-Federal entity must re-

duce claims for reimbursement of in-
terest cost by an amount equal to im-
puted interest earnings on excess cash
flow attributable to the portion of the
facility used for Federal awards.
(li) The non-Federal entity must im-

pute interest on exoess cash flow as fol-
lows:
(A) Annually. the non-Federal entity

must prepare a cumulative (from the
inception of the project) report of
monthly cash inflows and outflows, reo
gardless of the funding source. For this
purpose, inflows consist of Federal re-
Imbursement for depreciation, amorti-
zation of capitalized construction in-
terest, and annual interest cost. Out-
Dowsconsist of initial equity contribu-
tions, debt principal payments (lees the
pro-rata share attributable to the cost
of land), and interest payments.
(B) To compute monthly cash inflows

and outflows, the non·Federal entity
must divide the annual amounts deter-
mined in step (1) by the number of
months in the year (usually 12) that
the building Is in service.
(C) For any month in which cumu-

lative cash inflows exceed cumulative
outflows, Interest must be calculated
on the excess inflows for that month
and be treated &8 8. reduction to allow-
able interest cost. The rate of interest
to be used must be the three-month
Treasury bill closing rate &8 of the last
business day of that month.
(8)Interest attributable to a fully de-

preciated asset Is unallowable.
(d) Additional conditions for states,

local governments and Indian tribes.
For costs to be allowable, the non-Fed-
eral entity must have incurred the in-
terest coats for buildings after October
I, 1980,or for land and equipment after
September 1, 1995.
(1) The requirement to offset interest

earned on borrowed funds against cur-
rent allowable interest cost (paragraph
(c)(5), above) also applies to earnings
on debt service reserve funds.
(2)The non-FederaJ entity will nego-

tiate the amount of allowable interest
cost related to the acqutettdon of facili-

§200.450

ties with asset costs of SI million or
more, as outlined in paragraph (c)(7) of
this section. For this purpose, a non-
Federal entity must consider only cash
inflows and outflows attributable to
tha.t portion of the real property used
for Federal awards.
(e) Additional conditions for IllEs.

For costs to be allowable, the IHE
must have incurred the interest costs
after September 28, 1982,in connection
with acquisitions of capital assets that
occurred after tha.t date.
(f) Additional condition for nonprofit

organizations. For costs to be allow-
able, the nonprofit organization in-
curred the interest costs after Sep-
tember 29, 1995,in connection with ac-
qutstttons of capital assets that oc-
curred after that date.
(g) The interest allowab1l1ty provi-

sions of this section do not apply to a
nonprofit organization subject to "full
coverage" under the Cost Accounting
Standards (CAS), as defined at 48 CFR
9903.201-2(a).The non-Federal entity's
Federal awards are instead subject to
CAS 414 (48 CFR 9904.414),"Cost of
Money as an Element of the Cost of Fa-
cilities Capital", and CAS 417 (48CFR
9904.417),"Cost of Money as an Element
of the Cost of Capital Assets Under
Construction" .

I200,460~b)'in.,
(a) The cost of certain influencing ac-

tivities associated with obtaining
grants, contracts, cooperative agree-
ments, or loans is an unallowable cost.
Lobbying with respect to certain
grants, contracts, cooperative agree-
ments, and loans is governed by rel-
evant statutes, including among oth-
ers, the provisions of 31U.S.C. 1352,as
well as the common rule, "New Re-
strictions on Lobbying" publ1shed at 55
FR 6786(February 36, 1990),including
definitions, and the Office of Manage-
ment and Budget "Governmentwide
Guidanoe for New Restrictions on Lob-
bying" and notioes published at 54 FR
52306(December 20, 1989),55 FR 24540
(June 15, 1990),57 FR 1772(January 15,
1992),and 61 FR 1412(January 19, 1996).
(b) Executive lobbying costs. Costs

incurred in attempting to improperly
influence either directly or indirectly,
an employee or officer of the exeoutive
branch of the Federal Government to
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give consideration or to act regarding a
Federa.l awe.rd or a. regulatory matter
are una.llowa.ble. Improper 1nf1uence
means a.ny influence that induces or
tends to induce a. Federal employee or
officer to give consideratton or to act
l'ega.rding a Federal award or regu-
latory matter on any basis other than
the merits of the matter.

(c) In addition to the above, the fol-
lowing restrictions are applicable to
nonprofit organizations and IHEs:

(1) Costs associated with the fol-
lowing activities are Unallowable:

(I) Attempts to influence the out-
comes of any Federal, state, or Iocal
election, referendum, initiative, or
s1ml1e.rprocedure, through in-kind or
cash contributions, endorsements, pub-
l1city, or similar activity;

(1i) Establishing, administering, con-
tributing to, or paying the expenses of
a political party. campaign, pol1tical
action committee, or other organiza-
tion esta.bUshed for the purpose of in-
fluencing the outcomes of elections in
the United States;

(iii) Any attempt to influence:
(A)The introduction of Federal or

state legislation;
(B) The enactment or modification of

any pending Federal or state legisla-
tion through communication with any
member or employee of the Congress or
state legislature (including efforts to
influence sta.te or local offlc1us to en-
gage In similar lobbying activity);

(C)The enactment or modif1cation of
any pending Federal or state legisla.-
tion by preparing, distributing, or
using publicity or propaganda, or by
urging members of the general public,
or any segment thereof, to contribute
to or pe.rtlclpa.te in any masa dem-
onstration, march, rally. fund raising
drive, lobbying campaign or letter
writing or telephone campaign; or
(D) Any government oIDcial or em-

ployee in connection with a decision to
sign or veto enrolled legislation;

(iv) Legisla.tive 11a.isona.ctivities, in-
cluding a.ttendance a.t legislative see-
sions or committee hearings, gathering
information rega.rding legislation, and
a.nalyzing the effect of legislation,
when such activities are carried on in
support of or in knowing preparation
for an effort to engage in una.llowable
lobbying.

2 CFR Ch. II (1-1-15 EditiOn)

(2) The following activities are ex-
cepted from the coverage of paragraph
(c)(1)of this seetdon:

(1) Technical and factual presen-
tations on topics directly related to
the performa.nce of a grant, contract,
or other agreement (through hearing
testimony. statements, or letters to
the Congress or a state legislature, or
subdivision. member, or cognizant staff
member thereoO, in response to a docu-
mented request (including a Congres-
sional Record notice requesting testi-
mony or statements for the record at a
regule.rly scheduled hearing) made by
the non-Federal entity'S member of
congress, legisla.tive body or a. subdivi-
sion, or a cogn1za.nt staff member
thereof. provided such information Is
readily obtainable and can be readily
put in deliverable form, and further
provided that costs under this section
for travel, lodging or meals are unal-
lowable unless incurred to offer testi-
mony at a regularly scheduled Congres-
siona.l hearing pursuant to a. written
request for such presentation made by
the Chairma.n or Ranking Minority
Member of the Committee or Sub-
committee conducting such hearings;

(11)Any lobbying made una.llowable
by paragraph (c)(I)(111)of this section
to influence state legislat10n in order
to directly reduce the cost. or to avoid
material impairment of the non-Fed-
eral entity's authority to perform the
grant, contract. or other agreement; or

(iii) AnYactivity specifically author-
ized by etatute to be undertaken with
funds from the Federal award.

(iv) Any activity excepted from the
definitions of "lobbying" or "influ-
encing legislation" by the Internal
Revenue Code provisions that require
nonprofit organizations to limit their
pa.rtlclpat1on in direct and "grass
roots" lobbying activities in order to
retain their charitable deduction sta-
tus and avoid punitive excise taxes.
I.R.C. §§501(cX8),501(h),4911(a),includ-
Ing:

(A) Nonpartisan analysis, study. or
research reports;
(B) Examinations and discussions of

broad social, economic, and similar
problems; and

(C) Informat1on provided upon re-
quest by a legislator for technical ad-
vloe and aBBistance,as defined by I.R.C.

164

DATTACHMENT _ _.
'B'O I~PAGE _ _. OF -.--- PAGES



OMB Guidance

§4911(d)(2)and 26 CFR 56.491l-2(c)(1}-
(c)(3).
(v) When a non-Federal entity seeks

reimbursement for indirect (F&A)
costs, total lobbying costs must be sep-
arately identified in the indirect (F&A)
cost rate proposal, and thereafter
treated as other unallowable activity
costs in accordance with the proce-
dures of §200.413Direct costs.
(vi) The non-Federal entity must sub-

mit as part of its annual indirect
(F&A) cost rate proposal a certification
that the requirements and standards of
this section have been complied with.
(See also §200.U5 Required oertm-
cations.)
(v1i)(A)Time logs, calendars, or simi-

lar records are not required to be cre-
ated for purposes of complying with
the record keeping requirements in
§200.302 Financial management with
respect to lobbying costs during any
particular calendar month when:
(1)Tbe employee engages in lobbying

(as defined in paragraphs (c)(I) and
(c)(2) of this section) 25 percent or less
of the employee's compensated hours of
employment during that calendar
month; and
(2) Within the preceding five-year pe-

riod, the non-Federal entity has not
materially misstated allowable or un-
allowable coste of a.ny nature, includ-
ing legtBlatlve lobbying costs.
(B) When conditions in paragraph

(c)(2)(v11)(A)(J)and (2) of this section
are met, non-Federal entities are not
required to establ1sh records to support
the allowab1Hty of claimed costs in ad-
dition to records already required or
maintained. Also, when conditions in
paragraphs (c)(2)(vii)(A)(1) and (2) of
this seotion are met, the absence of
time logs, calendars, or similar records
will not serve as a basis for disallowing
costs by contesting estimates of lob-
bying time spent by employees during
a calendar month.
(viii) The Federal awarding agency

must establish prooedures for resolving
in advance, in consultation with OMB,
any significant questions or disagree-
ments concerning the interpretation or
application of this section. Any such
advance resolutions must be binding in
any subsequent settlements, audits, or
investigations with respect to that
grant or contract for purposes of inter-

§200.453

pretatron of this part, provided, how-
ever, that this must not be construed
to prevent a contractor or non-Federal
entity from contesting the lawfulness
of such a determination.

§300.4IH Losses on other awards or
contraet&.

Any excess of costs over Income
under any other award or contract of
any nature is unallowable. This in-
cludes, but is not l1m1ted to, the non-
Federal entity's contributed portion by
reason of cost-sharing agreements or
any under-recoveries through negotia-
tion of nat amounts for indireot (F&A)
costs. Also, any excess of costs over au-
thorized funding levels transferred
from any award or contract to another
award or contract is unallowable. All
losses are not allowable indirect (F&A)
costs and are required to be included in
the appropriate indirect cost rate base
for allocation of indirect costs.

1200.452 Maintenance and repair
costs.

Costs incurred for ut1l1ties, insur-
ance, security, necessary maintenance,
janitorial services, repair, or upkeep of
buildings and equipment (including
Federal property unless otherwise pro-
vided for) which neither add to the per-
manent value of the property nor ap-
preciably prolong its intended life, but
keep it in an efficient operating condi-
tion, are allowable. Costs incurred for
improvements which add to the perma-
nent value of the buildings and equip-
ment or appreciably prolong their in-
tended life must be treated as capital
expenditures (see §2OO.439Equipment
and other capital expenditures). These
oosts are only allowable to the extent
not paid through rental or other agree-
ments.

§200,463 Materials and supplies costs,
including costs of eomputine de-
vices.

(a) Costs incurred for materials, sup-
plies, and fabricated parts necessary to
carry out a Federal award are allow-
a.ble.
(b) Purchased materials and suppltes

must be charged at their aotual prices,
net of applicable credits. Withdrawal!!
from general stores or stockrooms
must be charged at their actual net
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cost under any recognized naethod of
pricing inventory withdrawals, consist-
ently applied. tncomins transportation
charges are a proper part of naaterials
and supplies costs.

(c) Materia.ls and supplies used for
the performance of a Federal award
may be charged as direct costs. In the
specific case oC conaputing devices,
charging as direct costs is allowable for
devices that a.re essential and allo-
cable, but not solely dedicated, to the
performance of a Federa.l award.

(d) Where federally-donated or fur-
nished naatsrials a.re used in per-
forming the Federa.l award, such mate-
rials will be used without cha.rge.
[78 FR 78608, Dec. 26, 2018, lUI amended at 79
FR 76887, Dec. 19, 2OB)

1200.454 Memberships, subSCriptiODli,
and profetl8ional activity costs.

(a) Costs of the non-Federal entity's
membership in business, technical, and
professiona.l organizations are allow-
able.

(b) Costs of the non-Federal entity's
subscriptions to business, profess1onal,
a.ndtechnical periodicals are allowable.

(c) Costs of membership in any civic
or community organ1za.t10n are allow-
able with prior approval by the Federal
awarding agency or pass-through enti-
ty.

(d) Costs of naembership in any coun-
try club or social or dining club or or-
ganimtion are unallowable.

(e) Costs of membership in organiza-
tions whose primary purpose is lob-
bying are unallowable. See also §200,450
Lobbying.

1200.455 Organization costs.
Costs such as incorporation fees. bro-

kers' fees, fees to promoters, organizers
or management consultants. attorneys,
accountants, or investment counselor,
whether or not employees of the non-
Federal entity in connection with es-
tablishment or reorgantsatdon of an or-
ganization, are unallowable except
with prior approval of the Federal
awarding agency.

§ 200.456 Participant support costs.
Participant support costs as defined

in §200.75 Participant support costs are
allowable with the prior approval of
the Federal awarding agency.

2 CFR Ch. II (1-1-15 Edition)

t 200.457 Plant and 8eC1lI'ity costs.
Necessary and reasonable expenses

incurred for protection and security of
fac1l1t1es,personnel. and work products
are allowable. Such costs include. but
are not limited to, wages and uniforms
of personnel engaged in seourity activi-
ties; equipment; barriers; prot.ect.1ve
(non-military) gear, devices. and equip-
ment; contractual security services;
and consultants. Capital expenditures
for plant security purposes are subject
to 1200.439 Equipment and other capital
expenditures.
[78 FR 78608, Dec. 26. 2013. as amended at 79
FR 76887, Dec. 19.2014]

§ 200.4158Pre·award COflts.
Pre-a.wa.rd costs are those incurred

prior to the effective date of the Fed-
eral award directly pursuant to the ne-
gotiation and 1n anticipa.tion of the
Federal a.ward where such costs are
necessa.ry for efficient and timely per-
formance of the scope of work. Such
costs are allowable only to the extent
that they would have been allowable if
incurred after the da.te of the Federal
award and only with the written ap-
proval of the Federal awarding agency.

1200.459 Professional service costs.
(a) Costs of professiona.l and consult-

ant services rendered by persons who
are members of a. particular profession
or possess a special skill. and who are
not officers or employees of the non-
Federal entity. are allowable, subject
to pa.ragraphs (b) and (c) when reason-
able in relation to the services ren-
dered and when not contingent upon
recovery of the costs from the Federal
Government. In addition, legal and re-
lated services are limited under
1200.485 Defense and prcsecution of
criminal and civil prooeedings, claims,
appeals and patent infr1ngements.

(b) In determining the allowab1lity of
costs in a particular case, no single fac-
tor or any speoial combination of fac-
tors is necessarily determina.tive. How-
ever, the following fa.ctors are relevant:

(1) The nature and scope of the serv-
tee rendered in rela.tion to the service
required.
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(2) The neceBSity of contracting for
the service, considering the non-Fed-
eral entity's capability in the par-
ticular area.
(3) The past pattern of such costs,

particularly in the years prior to Fed-
eral aWards.
(4) The impact of Federal awards on

the non-Federal entity's bnsinese (i.e.,
what new problems have arisen).

(5) Whether the proportion of Federal
work to the non-Federal entity's total
business is such 8.8 to influence the
non-Federal entity in !avor of incur-
ring the cost, partlcul~ly where the
services rendered are not of a con-
tinuing nature and have little relation-
shIp to work under Federal awards.
(6) Whether the service can be per-

formed more economically by direct
employment rather than contracting.
(7) The qualifications of the indi-

vidual or concern render1ng the service
and the customary fees charged, espe-
cially on non-federally funded activi-
ties.
(8) Adequacy of the contractual

agreement for the service (e.g., descr1p-
tion of the service, estimate of time re-
quired, rate of compensation, and ter-
mination provisions).
(c) In addition to the factors in para-

graph (b) of this sectton, to be allow-
able, retainer fees must be supported
by evidence of bona fide services avail-
able or rendered.

f 100.460 Propoeal costa.
Proposal costs are the oosts of pre-

paring bids, proposals, or applicatiOns
on potential Federal and non-Federal
awards or projects, including the devel-
opment of data neceesary to support
the non-Federal entity's bids or pro-
posals. Proposal costs of the current
accounting period of both SUCC8BSful
and unsuccessful blds and proposals
normally should be treated as indirect
(F&A) costs and allocated currently to
all activities of the non-Federal entity.
No proposal costs of past accounting
periods will be allocable to the current
period.

§100.461 Publication and printinr
costa.

(a) Publication costs for electronic
and print media, including distribu-
tion, promotion, and general handling

§2DD.463

are allowable. If these costs are not
identifiable with a particular cost ob-
jective, they should be allocated as in-
direct costs to all benefiting activities
of the non-Federal entity.
(b) Page charges for professional

journal publications are allowable
where:
(1)The publications report work sup-

ported by the Federal Government; and
(2)The charges are levied impartially

on all 1tems published by the journal,
whether or not under a Federal award.
(8) The non-Federal entity may

charge the Federal award before close-
out for the costs of publication or shar-
ing of research results if the costs are
not incurred during the period of per-
formance of the Federal award.

f 200.462 Rearrangement and reeon-
version costs.

(a) CosLs incurred for ordinary and
normal rearrangement and alteration
of !a.c1l1tiesare allowable as indirect
costs. Special arrangements and alter-
ations costs incurred specifically for a
Federal award are allowable as a direct
cost with the prior approval of the Fed-
eral awarding agency or pa.85-through
entity.
(b) Costs incurred in the restoration

or rehab1lItation of the non-Federal en-
tity's facilities to approximately the
same condition exi8ting immediately
prior to commencement of Federal
awards, lese costs related to norma!
wear and tear, are allowable.

§200.463 Recruitm, costs.
(a) Subject to paragraphs (b) and (c)

of this section, and provided that the
size of the staff recruited and main-
tained is in keeping with workload re-
quirements, costs of "help wanted" ad-
vertising, operating costs of an em-
ployment om~ necessary to secure
and maintain an adequate staff, costs
of oparatdng an aptitude and edu-
cational testing program, travel costs
of employees whlle engaged in recruit-
ing personnel, travel costs of appli-
cants for interviews for prospective
employment, and relocation costs in-
curred Incident to recruitment of new
employees, are allowable to the extent
that such costs are incurred pureuant
to the non-Federal entity's standard
recruitment program. Where the non-
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Federal entity UBeBemployment agen-
cies, costs not in excess of standard
commercial rates for such services are
allowable.
(b) Special emoluments, fringe bene-

fits, and salary allowances incurred to
a.ttra.ct profsBSional personnel that do
not meet the test of reasonableness or
do Dot conform with the established
practices of the non-Federal entity, are
unallowable.
(c) Where relocation costs incurred

incident to recruitment of a new em-
ployee have been funded in whole or in
part to a Federal award, and the newly
hired employee resigns for reasons
within the employee'S control within 12
months after hire, the non-Federal en-
tity will be required to refund or credit
the Federal share of such relocation
COBtsto the Federal Government. See
also §200.464 Relocation costs of em-
ployees.
(d) Short-term, travel visa costs (as

opposed to longer-term, immigration
visas) are generally allowable expenses
that may be proposed as a direct cost.
Since short-term v1sa.eare Issued for a
spectffc period and purpose, they can be
clea.rly identified as directly connected
to work performed on a Federal award.
For these costs to be directly charged
to a Federal award, they must:
(1) Be crltlcal and necessary for the

conduct of the project;
(2) Be allowable under the applicable

cost prmctplee:
(3) Be oonsistent with the non-Fed-

eral entity's cost accounting practices
and non-Federal entity policy; and
(4) Meet the definition of "direct

cost" as described In the applicable
cost prlnciples.
[78 FR 78608. Dec. 26. 2018. as amended a.t 79
FR 75887.Dec. 19. 2014]

f 200.464 Relocation costa of employ-
ees,

(a) Relocation costs a.re costs inci-
dent to the permanent change of duty
assignment (for an indefinite period or
for a stated period of not less than 12
months) of an existing employee or
upon recruitment of a new employee.
Relocation costs are allowable, subject
to the limitations described in para-
graphs (b), (c), and (d) of this section.
provided that:

2 CFR Ch. II (1-1-15 EdlHon)

(I) The move Is for the benefit of the
employer.

(2) Reimbursement to the employee
is in accordance with an established
written policy consistently followed by
the employer.
(S) The reimbursement does not ex-

ceed the employee's actual (or reason-
ably estimated) expenses.
(b) Allowable relocation coste for

ourrent employees are 11m1tedto the
following:

(1) The costs of transportation of the
employee. members of his or her Imme-
diate family and his household, and
personal effects to the new location.
(2) The coste of finding a new home,

such as advance trips by employees and
spouses to locate living quarters and
temporary lodging during the transi-
tion period, up to ma.xiJDuroperiod of
30 calendar days.
(3) Closing costs, such as brokerage,

legal, and appraisal fees, incident to
the disposition of the employee's
former home. These costs, together
with those described in (4), are 11m1ted
to 8 per cent of the sales price of the
employee's former home.
(4) The continuing coste of ownership

(for up to six months) of the vacant
former home after the settlement or
lease date of the employee's new per-
manent home, such 8.S maintenance of
buildings and grounds (exolusive of fix-
ing-up expenses), utilities, taxes, and
property Insurance.
(5) Other necessary and reasonable

expenses normally incident to reloca-
tion, such as the costs of canceling an
unexpired lease, transportation of per-
sonal property, and purchasing insur-
ance against loss of or damages to per-
sonal property. The cost of canceling
an unexpired lease Is limited to three
times the monthly rental.
(c) Allowable relocation costs for new

employees a.re limited to those de-
scribed In paragraphs (b}(l) and (2) of
t.h1ssection. When relocation costs in-
curred Incldsnt to the recruitment of
new employees have been charged to a
Federal award and the employee re-
signs for reasons within the employee's
control within 12 months after hire,
the non-Federal entity must refund or
credit the Federal Government for Its
share of the cost. However, the costs of
tra.vel to an oversea.s loca.tlon must be
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considered t.ravel coste in accordance
with §200.474 Travel costs, and not this
1200.464 Reloca.tion costs of employees,
for the purpose of this paragraph if de-
pendentl! lorenot permitted at the loca-
tion for any reason and the costs do
not inClude coste of transporting
household goods.
(d) The following costs related to re-

locatdon are unallowable:
(1) Fees and other com associated

with acquiring a new home.
(2) A 1088 on the sale of a. former

home.
(3) Continuing mortgage jll'incipal

and interest paymeDtI! on a bome being
sold.
(4) Income taxes paid by an employee

related to reimbursed relocation costs.
['18FR 71lllO8,Dec. 26, 2013, as amended at 79
FR 75887,Dec. 19, 2014)

§200.485 Rental costa of real property
and equipment.

(a) Subject to the limitations de-
scribed in paragraphs (b) througb (d) of
this section, rental costs are allowable
to the extent that the rates are reason-
able in light of such factors as: rental
costs of comparable property. if any;
market conditions in the area; alter-
na.tives available; and the type, life ex-
pectanOY, condition, and value of the
property leased. Rental arrangements
should be reviewed periodioally to de-
termine if circumstances have changed
and other options are available.
(b) Rental costs under "sale and lease

back" arrangementl! are allowa.ble only
up to the amount that would be al-
lowed had the non-Federal entity con-
tinued to own the property. This
amount would include expensss such as
depreoiation, maintenanoe, taxes. and
insurance.
(c) Rental costs under "less-than-

arm's-length" leases are allowable only
up to the a.mount (as explained in para-
graph (b) of this section). For this pur-
pose, a less-than-arm's-length lease is
one under whicb ODeparty to the lease
agreement is able to control or sub-
stantially influence the actions of the
other. Such leases include. but are not
limited to those between:
(1) Divisions of the non-Federal enti-

ty;

§200,465

(2) The non-Federa.l entity under
common control through common offi-
cers, directors, or members; and
(3) The non-Federal entity and a. di-

rector, trustee, Officer, or key em-
ployee of the non-Federal entity or an
immediate family member, either di-
rectly or through corporations, trusts,
or similar arrangements in wbich they
hold a controlling interest. For exam-
ple, the non-Federal entity may eatab-
I1sh a separate corporation for the sale
purpose of owning property and leasing
it back to the non-Pederal entity.
(4) Fam11y members include one

party witb any oC the following rela-
tionships to another party:
(1)Spouse, and parents tbereof;
(11) Children, and spouses thereof;
(iii) Parents, and spouses thereof;
(iv) Siblings, and spouses thereof;
(v) Grandparentl! and grandchildren.

and spouses thereof;
(vi) Domestic partner and parents

thereof, including domestic partners of
any Individual in 2 through 5 of this
definition; and
(vii) Any individual related by blood

or affinity whose close association with
the employee is the equiva.lent of a
family relationship.
(5) Rental costs under leases which

are required to be treated as capital
leases under GAAP are allowable only
up to the amount (all explained in para-
graph (b) of this seotion) that would be
allowed had the non-Federal entity
purchased the property on the date the
lease agreement was exeouted. The pro-
vtsions of GAAPmust be used to deter-
mine whether a lease is a capital lease.
Interest costs related to caplta.l leases
are allowable to the extent they meet
the criteria in §200.449 Interest. Unal-
lowable costs include amounta paid for
profit, management Cees, and taxes
that would not have been incurred had
the non-Federal entity purchased the
property.
(6) The rental of any property owned

by any individuals or ent1ties affiliated
with the non-Federal entity, to include
commercial or resident1al real estate.
for purposes such all the home office
workspace is unallowa.ble.
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f 200.466 Scholarships and etudent aid
coats.

(a) Costs of scholarships, fellowships,
and other programs of student aid at
IREs are allowable only when the pur-
pose of the Federal award is to provide
training to selected participants and
the charge is approved by the Federal
awardiD.gagency. However. tuition re-
mission and other forms of compensa-
tion paid as, or in lieu of. wages to stu-
dents performing necessary work are
a.llowableprovided that:
(1) The individual Is conducting ac-

tivities necesaary to the Federal
award;
(2) Tuition remission and other sup-

port are provided in accordance with
established policy of the TIlE and con-
sistently provided in a like manner to
students in return for similar activities
conducted under Federal awards as
well as other activities; and
(3) During the academic period, the

student is enrolled in an adva.nced de-
gree program at a non-Federal entity
or affiUated institution and the activi-
ties of the student in relation to the
Federal award are related to the degree
program;
(4)The tuition or other payments are

reasonable compensation for the work
performed and are conditioned exphc-
itly upon the performanoe of necessary
work; and
(5) It is the mE's practice to simi-

larly compensate studentB under Fed-
eral awards as well as other activities.
(b) Charges for tuition remission and

other forms of compensation paid to
students as, or In lieu of, salaries and
wages must be subject to the reporting
requirements in §200.450 Compensa-
tion-personal services, and must be
treated as direct or indirect cost in ac-
cordance with the actual work being
performed. TuitioD remission may be
charged on an average rate basis. See
also 1200.431 Compensation-fringe ben-
efits.

§200.467 Selling and marketing eo.ts.
Costs of sell1ng and marketing any

products or services of the non-Federal
entity (unless allowed under 1200.42]
Advertising and public relations.) are
unallowable, except as direct costs,
with prior approval by the Federal

2 CFRCh. II (1-1-15 Edition)

awarding agency when neoessary for
the performance of the Federal award.

I 100.468 Spec1alhed Bervice facllities.
(a) The costs of services provided by

highly complex or specialized· facilities
operated by the non-Federal entity,
such as computing fac1l1tles, wind tun-
nels, and reactors are allowable, pro-
vided the charges for the services meet
the conditions of either paragraphs (b)
or (c) of this section, and, in adc:Ution,
take into account any items of income
or Federal financing that qualify as ap-
plicable credits under 1200.406 ApplIca-
ble creditB.
(b) The costs of such services, when

material, must be charged directly to
applicable awards based on actual
118&g6 of the services on the basil! of a
schedule of rates or established meth-
odology that:
(1)Does not discrIminate between ac-

tivities under Federal awards and other
activities of the non-Federal entity, in-
cluding usage by the non-F'ederal enti-
ty for internal purposes, a.nd
(2) Is designed to recover only the ag-

grega.te coets of the services. The costs
of each service must. consist normally
of both its direot costs and its allocable
share of all indirect (F&A) costs. Rates
must be adjusted at least bieDIlially,
and must take into consideration over/
under applied costs of the previous pe-
riod(s).
(c) Where the costs incurred for a

service are not material, they may be
allocated as indirect (F&A) costs.
(d) UDder some extraordinary cir-

cumstances, where it is in the best in-
terest of the Federal Government and
the non-Federal entity to establish al-
ternative oosting arrangemente, such
arrangements may be worked out with
the Federal cognizant agency for indi-
rect costs.

I 100.469 StudeDt activity cost&.
Coste incurred for intramural activi-

ties, student publications. student
clubs, and other student aotivities, are
unallowable. unless specifically pro-
vided for in the Federal award.

§200.470 Taxes (including Value
Added Tax).

(a) For states, local governments and
Indian tribes:
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(1) Taxes that a governmental unit is
legally required to pay are allowable,
except for self-88Ileesedtaxes that dis-
proportionately affect Federal pro-
grams or changes in tax polioies that
disproportionately affect Federal pro-
grams.
(2) Gasoline taxes, motor vehicle

fees, and other taxes that are in effect
user fees for benefitB provided to the
Federal Government are allowable.
(3) This provision does not restrict

the authority of the Federal awardiDg
agency to identify taxes where Federal
participation Ie inappropriate. Where
the identification of the amount of un-
allowable taxes would require an inor-
dinate amount of effort, the cognizant
agency for indirect costs may accept a
reasonable approximation thereof.
(b) For nonprofit organizations and

IREs:
(1) In general, taxes which the non-

Federal entity is required to pay and
which are paid or accrued in accord-
ance with GAAP, and payments made
to local governments in lieu of taxes
which are commensurate with the local
government services reoeived are al-
lowable, except for:
(1)Taxes from which exemptions are

available to the non-Federal entity di-
rectly or which are available to the
non-Federal entity based on an exemp-
tion a.fforded the Federal Government
and, in the latter case, when the Fed-
eral awarding agency makes available
the neoessary exemption certificates,
(ii) Special assessments on land

whioh represent capital improvements,
and
(111)Federal Income taxes.
(2) Any refund of taxes, and any pay-

ment to the non-Federal entity of in-
terest thereon, which were allowed as
Federal award costs, will be credited
either as a cost reduction or cash re-
fund, as appropriate, to the Federal
Government. However, any interest ac-
tually paid or oredited to an non-Fed-
eral entity incident to a refund of tax,
interest, and penalty will be paid or
credited to the Federal Government
only to the extent that such interest
accrued over the period during which
the non-Federal entity has been reim-
bursed by the Federal Government for
the taxes, Interest, and penalties.

§200.471

(0) Value Added Tax (VAT) Foreign
taxes charged for the purchase of goods
or services that a non-Federal entity Is
legally required to pay in country is an
allowable expense under Federal
awards. Foreign tax refunds or applica-
ble credits under Federal awards refer
to receipts, or reduction of expendi-
tures, which operate to offset or reduce
expense items that are allocable to
Federal awlU'ds as direct or indirect
costs. To the extent that such credits
accrued or received by the non-Federal
entity relate to allowable cost, these
costs must be credited to the Federal
awarding agency either as costs or cash
refunds. If the costs are credited back
to the Federal award, the non-Federal
entity may reduce the Federal share of
costs by the amount of the foreign tax
reimbursement, or where Federal
award has not expired, use the foreign
government tax refund for approved ac-
tivities under the Federal award with
prior approval of the Federal awarding
agency.

§200.471 Termination costa_
Termination of a Federal aWlU'dgen-

erally gives rise to the incurrence of
costs, or the need for special treatment
of costs, which would not have arisen
had the Federal award not been termI-
nated. Cost principles covering these
items are eet forth in this section.
They are to be used in conjunotion
with the other provisions of this part
in termination situations.
(a) The cost of items reasonably usa-

ble on the non-Federal entity's other
work must not be allowable unless the
non-Federal entity submits evidence
that it would not retain such items at
cost without sustaining a 1088. In de-
ciding whether such items are reason-
ably usable on other work of the non-
Federal entIty, the Federal awarding
agency should consider the non-Federal
entity's plans and orders for current
and scheduled actIvity. Contempora-
neous purchases of common items by
the non-Federal entity must be re-
garded as evidence that such items are
reasonably usable on the non-Federal
entity's other work. Any acceptance of
common items as allocable to the ter-
minated portion of the Federal award
must be limited to the extent that the
quantities of such items on hand, in
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transit, and on order are in excess of
the reasonable quantitative require-
ments of other work.

(b) If in a particular case, despite all
reasonable efforts by the non-Federal
entity, certain costs cannot be discon-
tinued immediately after the effective
date of termination, such costs are
generally allowable within the limita-
tions set forth in this part, except that
any such costs continuing after termi-
nation due to the negligent or wlllful
failure of the non-Federal entity to dis-
continue such costs must be unallow-
able

(c) Loss of useful value of special
tooling, machinery, and equipment is
generally a.llowableif:

(1) Such special tooling, special ma-
chinery, or equipment is not reason-
ably capable of use in the other work of
the non-Federal entity,

(2) The interest of the Federal Gov-
ernment is protected by transfer of
title or by other means deemed appro-
priate by the Federal awarding agency
(see also §200.S13 Equipment, paragraph
(d), and

(3) The loss of useful value for any
one terminated Federal award is lim-
lted to tha.t portion of the acquisition
cost whioh bears the same ratio to the
total acquisition cost as the termi-
nated portion of the Federal award
bean to the entire terminated Federal
award and other Federal awards for
which the specia.l tooling, machinery,
or equipment was acquired.

(d) Rental costs under unexpired
leases are generally allowable where
clearly shown to have been reasonably
necessary for the performance 01 the
terminated Federal award less the re-
sidual value of such leases, if:

(1) The amount of such rental
claimed does not exceed the reasonable
use value of the property leased for the
period of the Federal award and such
further period as may be reasonable,
and

(2) The non-Federal entity makes all
reasonable efforts to terminate, assign,
settle, or otherwiee reduce the cost of
such lease. There also may be included
the cost of alterations of such leased
property, provided such alterations
were necessary for the performance of
the Federal award, and of reasonable

2 CFRCh.n (1-1-15 EdItion)

restoration required by the provisions
01the lease.

(e) Settlement expenses inoluding the
following are generally allowable:

(1) Aooounting, legal, clerical, and
Similar costs reasonably necessary for:

(i) The preparation and presentation
to the Federal awarding agenoy of set-
tlement claims and supporting data
with respect to the termin.a.ted portion
of the Federal award, unless the termi-
nation is for cause (see Subpart D-
Post Federa.l Award Requirements of
this part, §§200.338 Remedies for Non-
compliance through 200.342 Effeote of
Suspension and termination); and
(11) The termination and settlement

of subawards.
(2) Reasonable costs for the storage,

transportation, protection, and disposi-
tion of property provided by the Fed-
eral Government or acquired or pro-
duced for the Federal award.

(f) Claims under subawards, including
the allocable portion of clatms which
are common to the Federal award and
to other work of the non-Federal enti-
ty, are generally allowable. An appro-
priate share of the non-Federal entity's
indirect costs may be allocated to the
amount of settlements with contrac-
tors andlor subrecipients, provided that
the amount allocated is otherwise con-
sistent with the basic guidelines con-
tained in 1200.414 Indirect (F&A) oosts.
The indirect costs so allocated must
exolude the same and similar costs
claimed directly or indirectly as settle-
ment expenses.'

t 200.472 Training aDd education COBia.
The cost of training and education

provided for employee development is
allowable.

§200.478 TranSpOrtatiOD eo&t8.
Costs incurred for freight, express,

oartage, postage, and other transpor-
tation servioes relating either to goods
purchased, in process, or delivered, are
allowable. When such costs can readilY
be identified with the items involved,
they may be charged directly as trans-
portation costs or added to the "Costof
such items. Where identifica.tion with
the materials received cannot readily
be made, inbound transportation oost
may be charged to the appropriate in-
direct (F&A) cost accounts if the non-
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Federal entity follows a conststent, eq-
uitable procedure in this respect. Out-
bound freight, if reimbursable under
the terms and conditious of the Federal
award, should be treated as a direct
cost.

§200,474 Travel coste.
(a) General. Travel costs are the ex-

penses [or traaapcrtatfon, lodging, sub-
sistence, and related items incurred by
employees who are in travel status on
official business o[ the Don-Federal en-
tity. Such costs may be charged on an
actual cost haBis, on a per diem or
mileage basis in lieu of actual costs in-
curred, or on a combination of the two.
provided the method used is applied to
an entire trip and not to selected days
of the trip, and results in charges con-
sistent with those normally allowed in
like circumstances in the non-Federal
entity's non-federally-funded activities
and in accordance with non-Federal en-
tity's written travel reimbursement
policies. Notwithstanding the provi-
sions of §200.444 ~neral costs of gov-
ernment, travel costs of officials cov-
ered by that section are allowable with
the prior written approval of the Fed-
eral awarding agency or J)8.B8-through
entity when they are specifioally re-
lated to the Federal aWard.
(b) Lodging and subsistence. Costs in-

curred by employees and officers for
travel, including costs oflodging, other
subsistence, and incidental expenses,
must be considered reasonable and oth-
erwise allowable only to the extent
such costs do not exceed charges nor-
mally allowed by the non-Federal enti-
ty in its regular operations as the re-
sult of the non-Federal entity's written
travel policy. In addition, if these costs
are charged directly to the Federal
award documentation must justify
that:
(1) Participation of the individual is

necessary to the Federal award; and
(2) The costs are reasonable and con-

sistent with non-Federal entity's es-
tablished travel policy.
(c)(I) Temporary dependent care

costs (as dependent is defined in 26
U.S.C. 152) above and beyond regular
dependent care that directly results
from travel to conferences is allowable
provided that:

§200,474

(1)The costs are a direct result of the
individual's travel for the Federal
award;
(11)The costs are consistent with the

non-Federal entity's dooumented trav-
el policy for all entity travel; and
(i11)Are only temporary during the

travel period.
(2) Travel costs for dependents are

unallowable, except for travel of dura-
tion of six months or more with prior
approval of the Federal awarding agen-
cy. See also §200.482 Conferences.
(d) In the absence of an acceptable,

written non-Federal entity policy re-
garding travel costs, the rates and
amounts establ1shed under 5 U.S.C.
5701-11, ("Travel and Subsistence Ex-
penses; Mlleage Allowances"), or by
the Administrator of General Services,
or by the President (or his or her des-
ignee) pursuant to any proviBions of
such Bubchapter must apply to travel
under Federal awards (48 CFR 31.205-
46(a».
(e) Commercial air travel. (1) Airfare

costs in excess of the basic least expen-
sive unrestricted accommodations
class offered by commerc1al airlines
are unallowable except when such ac-
commodations would:
(1)Require circuitous routing;
(11)Require travel during unreason-

able hours:
(11i)Excessively prolong travel;
(iv) Result in additional costs that

would offset the transportation sav-
ings; or
(v) Offer accommodations not reason-

ably adequate for the traveler's med-
ical needs. The non-Federal entity
must justify and document these condi-
tions on a case-by-case basis in order
for the use of first-class or business-
class airfare to be allowable in such
cases.
(2) Unless a pattern of avoidance is

detected, the Federal Government w1ll
generally not Question a non-Federal
entity's determinations that cus-
tomary standard airfare or other dis-
count airfare is unavailable for specific
trips if the non-Federal entity can
demonstrate that such airfare was not
available in the specific case.
(f) Air travel by other than commercial

carrier, Costs of travel by non-Federa.l
entity-owned, -leased, or -chartered
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aircraft include the cost of lease, char-
ter, operation (including personnel
costs), maintenance, depreciation, in-
surance, and other related costs. The
portion of such costs that exceeds the
cost of a1rfa.re as provided for in para-
graph (d) of this section, is unallow-
able.
[78FR 78608,Dec.26, 2018, 8.8 amendedat 79
FR 75l1l1'1, Dec.19, 2014]

1200.475. Trustees.
Travel and subsistence costs of trust-

ees (or directors) at IHBs and nonpront
crganizatlons are allowable. See also
§200.474 Travel costs.

Subpart F-Audil Requirements
GENERAL

§2OO.llOO Purpose.
This part sets forth standards for ob-

taining consistency and uniformity
among Federal agencies for the audit
of non-Federal entities expending Fed-
eral awards.

AUDITS

§ 200.501 Audit requirements.
(a) Audtt required. ADon-Federal enti-

ty that expends $750,000or more during
the non-Federal entity's fiscal year in
Federal awards must have a single or
progra.m-specific audit conduoted for
that year in accordance with the provi-
sions of this part.
(b) Single audit. A non-Federal entity

that expends $750,000or more during
the non-Federal entity's fiscal yea.r in
Federal awards must have a single
audit oonducted in accordance with
§200.514Roope of audit except when it
elects to have a.program-specific audit
conducted in accordance with para-
graph (c) of this section.
(c) Program-$peCific audit election.

When an auditee expends Federal
awards under only one Federal pro-
gram (excluding R&D) and the Federal
program's statutes, regulations, or the
terms and oonditions of the Federal
awa.rd do not require a financial state-
ment audit of the audltee, the auditee
may elect to have a program-specific
audit conducted In accordance with
§200.507 Program-specific audits. A pro-
gram-specrric audit may not be elected

2 CFR Ch. II (1-1-15 EdlHon)

for R&D unless all of the Federal
awards expended were received from
the same Federal agency, or the same
Federal agency and the lI&ID.epass-
through entity, and that Federal agen-
cy, or pass-through entity In the case
of a subrecipient, approves in advance
a program-specific audit.
(d) E:remption when Federal awards u-

pended are less than S750,()()(). A non-Fed-
eral entity that expends 1688 than
$750,000during the non-Federal entity's
fiscal year in Federal awards 1s exempt
from Federa.l a.udit requirements for
that year, except aa noted in 1200.503
Relation to other audit requirements,
but records must be available for re-
view or audit by apll1'Oprtate officials
of the Federal agency, pass-through en-
t1ty, and Government Accountability
Office (GAO).
(e) Federally Funded Research and De-

velopment CenteTS (FFRDC). Manage-
ment of an auditee that owns or oper-
ates a FFRDC may elect to treat the
FFRDC as a separate entity for pur-
poses of this part.
(f) Subrecipients aiu1 Contractors. An

auditee may simultaneously be a re-
ctpient, a' subrecrptent, and a con-
tractor. Federal awards expended as a
recipient or a subreciptent are subject
to audit under this part. The payments
received for goods or services provided
as a contractor are not Federal awards.
Section §200.830Subrecipient and con-
tractor determinations sets forth the
considerations in determining whether
payments constitute a Federal award
or a payment for goods or services pro-
vided &8 a contractor.
(g) Compliance responsibility for con-

tractors. In most cases, the auditee's
compliance responsibility for oontrac-
tors 1s only to ensure that the procure-
ment, receipt, and payment for goods
and services comply with Federal stat-
utes, regulations, and the terms and
conditions or Federal awards. Federal
award compliance requirements nor-
mally do not paBllthrough to contrac-
tors. However, the auditee is respon-
sible for ensuring compliance for pro-
curement transactions which are struc-
tured such that the contractor is re-
sponsible for program compliance or
the contractor's records must be re-
viewed to determine program compli-
ance. Also, when these procurement
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transactions relate to a major pro-
gram, the scope of the audit must in-
clude determining whether these trans-
actions are in compliance with Federal
statutes, regulations, and the terms
and conditions of Federal awards.
(h) For-proft: subrecipient. Since this

part does not apply to for-profit sub-
recipients, the pass-through entity is
responsible' for establishing require-
ments, as neceseary, to ensure compli-
ance by for-profit subrecipients. The
agreement with the for-prollt sub-
recipient must describe applicable
compliance requirements and the for-
profit subrecipient's compliance re-
sponsibility. Methods to ensure compli-
ance for Federal awards made to for-
profit subrecipients may include pre-
award audits, monitoring during the
agreement, and post-award audits. See
also §200.831Requirements for J)ll.8S-

througb entities.
['18 FR 7ll608.Dec. 26, 2013, -.s amendedat 19
FR 75887,Dec. 19,2(14)

§200.502 ~. for determining Fed·
eral award. expended.

(a) Determining Federal awards ex-
pended. The determination of when a
Federal award is expended must be
based on when the activity rela.ted to
the Federal award occurs. Generally,
the activity pertains to events that re-
quire the non-Federal entity to comply
with Federal statutes, regulations, and
the terms and conditions of Federal
awards, such as: expenditure/expense
tra.nsactlons aseocrated with awards in-
cluding grants, coet-reimbursement
contracts under the FAR, compacts
with Indian Tribes, cooperative agree-
ments, and direct appropriations; the
disbursement of funds to subreclpients;
the use of loan proceeds under loan and
loan guarantee programs; the receipt of
property; the receipt of surplus prop-
erty; the receipt or use of program in-
come; the distribution or use of food
commodities; the disbnrsement of
amounts entitling the non-Federal en-
tity to an interest subsidy; and the pe-
riod when insurance is in foroe.
(b) Loan and loan guarantees (loans).

Since the Federal Government is at
risk for loans until the debt is repaid,
the following guidelines must be used
to calculate the value of Federal
awards expended under loan programs,

§200.502

except as noted in paragraphs (c) and
(d) of this section:
(1) Value of new loans made or re-

ceived during the audit period; plus
(2) Beginning of the audit period bal-

ance of loans from previous years for
which the Federal Government Imposes
continuing complianoe requirements;
plus
(3) Any interest snbsidy, cash, or ad-

ministrative cost allowance received.
(c) Loan and loan guarantees (loans) at

IHEs. When loans are made to students
of an IHE but the IHE does not make
the loans, then only the value of loans
made during the andlt period must be
considered Federal awards expended in
that audit period. The balance of loans
for previous audit periods is not in-
cluded as Federal awards expended be-
cause the lender accounts for the prior
balances.
(d) Prior loan and loan guarantees

(loans). Loans, the proceeds of which
were received and expended In prior
years, are not considered Federal
awards expended under this part when
the Federal statutes, regulations, and
the terms and conditions of Federal
awards pertaining to such loans impose
no continu.1Dg compliance require-
ments other than to repay the loans.
(e) Endowment funds. The cumnlative

balance of Federal awards for endow-
ment funds that are federally re-
stricted are considered Federal awards
expended in each audit period in which
the funds are still restrioted.

(f) Free rent. Free rent received by
itself is not considered a Federal award
expended under this part. However, free
rent received as part of a Federal
award to carry out a Federal program
must be included in determining Fed-
eral awards expended and subject to
audit under this part.
(g) Valuing non-cash assistance. Fed-

eral non-cash assistance, such as free
rent, food commodities, donated prop-
erty, or donated surplus property, must
be valued at fair market value at the
time of receipt or the assessed value
provided by the Federal agency.
(h) Medicare. Medicare payments to a

non-Federal entity for providing pa-
tient care services to Medlcare-eligible
individuals are not considered Federal
awards expended under this part. .
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(1) Medicaid. Medioaid payments to a
subreciptent for providtng patient care
services to Medicaid-eligIble individ-
uals are not oonsidered Federal awards
exPended under this part unless a state
requires the funds to be treated as Fed-
eral awards expended because reim-
bursement is on a cost-reimbursement
basis.
(j) Certain loans provided b]/ the Na-

tional Credit Union Adminim-ation. For
purposes of this part, loans made from
the National Credit UIiion Sha.re Insur-
ance Fund and the Central Liquidity
Facility that are funded by oontribu-
tions from insured non-Federal entities
are not considered Federal awards ex-
pended.
[78 FR 78608, Dec. 26. 2013, 86 amended Il.t 79
FR 76887,Dec. 19,2014]

§200.503Relation to other audit reo
quirements.

(a) An audit conducted in accordance
with this part must be in lieu of any fi-
nancial audit of FederaJ awards which
a non-Federal entity is required to un-
dergo under any other FederaJ statute
or regulation. To the extent that such
audit provides a Federal agency with
the information it requires to carry
out its responsibilities under Federal
statute or regulation, a Federal agency
must rely upon and use that Informa-
tion.
(b) Notwithstanding subsection (a), a

Federal agency, Inspectors Genera.], or
GAOmay conduct or arrange for addi-
tional audits which are necessary to
carry out its respons~b1lities under
Federal statute or regulation. The pro-
visions of this part do not authorize
any non-Federal entity to oonatram, in
any manner, such Federal agency from
carrying out or arranging for such ad-
ditional audits, except that the Federal
agency must plan such audits to not be
duplicative of other audits of Federal
awards. Prior to commencing suoh an
audit, the Federal agency or pass-
through entity must review the FAC
for recent audits submitted by the non-
Federal entity, and to the extent such
audits meet a Federal agency or pass-
through entity's needs, the Federal
agency or pass-through entity must
rely upon and use such audits. Any ad-
ditional audita must be planned and
performed in such a way as to build

2 CFR Ch. II (1-1-15 Edition)

upon work performed, inoluding the
audit documentation, sampling, and
testing already performed, by other
auditors.
(c) The provisions of this part do not

Umit the authority of Federal agencies
to conduct, or arrange for the conduct
of, audits and evaluations of Federal
a.wards, nor limit the authority of any
Federal agency Inspector GenereJ or
other Federal omcial. For example, re-
quirements that .may be applicable
under the FAR or CAS and the terms
and conditions of a cost-reimbursement
contract may include additional appli-
cable audits to be oonducted or ar-
ranged for by Federal agencies.
(d) Federal agency to pay for addi-

tional audits. A Federal agency that
conducts or arranges for additional au-
dits must, conetstent with other appli-
cable Federal statutes and regulatiOns,
arrange for funding the full cost of
sucb additional audits. .
(e) Request for a program to be au-

d1ted as a major program. A Federal
awarding agency may request that an
aud1tee have a particular Federal pro-
gram audited 8.S a major program in
Ueu of the Federal awarding agenoy
conducting or arranging for the addi-
tional audits. To allow for planning,
such requests should be made at least
180 calendar daYl! prior to the end of
the fiscal year to be aud1ted. The
auditee, after consultation with its
aud1tor, should promptly respond to
such a request by informing the Fed-
eral awarding agency whether the pro-
gram would otherwise be audited as a
major program using the risk-ba.sed
audit approach described in §200.518
Major program determination and, 1f
not, the estimated incremental cost.
The Federal awarding agency must
then promptly confirm to the auditee
whether it wants the program audited
8.S a major program. If the program is
to be audited 8.S a major program based
upon this Federal awarding agency re-
quest, and the FederaJ awarding agen-
cy agrees to pay the full Incremental
costs, then the auditee must have the
program audited as a.major program. A
pass-through ent1ty may use the provi-
sions of this paragraph for a sub-
rec1pient.
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1200.504 Frequency of audita.
Except for the provisions for biennial

audits provided in paragraphs (a) and
(b) of this section, audits required by
this part must be performed annually.
Any bIennial audit must cover both
years within the biennial period.

(a) A state, local government. or In-
dian tribe that is required by constitu-
tion or statute. in effect on January 1.
1987, to undergo its audits less fre-
Quently than annually, is permitted to
undergo its audits pursuant to this
part biennially. 'rh1s requirement must
still be in effect for the bienn16.lperiod.

(b) Any nonprofit organization that
had biennIal audits for all biennia.l pe-
riods ending between July I, 1992, and
January I, 1995, is permitted to under-
go its audits pursuant to this part bi-
ennially.

f 200.506 SanetioD8.
In oases of oontinued lnabU1ty or un-

willingness to have an audit conducted
in accordance with this part, Federal
agencies and pase-throug'h entitiee
must take appropriate action as pro-
vided in § 200.338 Remedies for non-
compUance.

§ 200.606 Audit costs.
See §200.425 Audit services.

§ 200.607 Program-epeciftc audits.
(a) Program-specifjc audit guide avail-

able. In many cases, a program-specific
audit guide will be available to provide
speCific guidance to the auditor with
respect to internal controls, compli-
ance requirements, suggested audit
procedures, and audit reporting re-
quirements. A listing of current pro-
gram-specific audit guides can be found
in the oompliance supplement begin-
ning with the 2014supplement includ-
ing Federal awarding agenoy contact
information and a Web site where a
copy of the guide can be obtained.
When a current program-specific audit
guide Is available, the auditor must
follow GAGAS and the guide when per-
forming a program-specific audit.

(b) Program-specific audit guide not
available. (1) When e. current program-
specific audit guide Is not available,
the audltee and auditor must have ba-
sically the same responsibilities for the

§200.507

Federal program as they would have
for an audit of a major program in a
single audit.

(2) The auditee must prepare the fi-
nancial statement(s) for the Federal
program that Includes, at a minimum,
a schedule of expenditures of Federal
awards for the program and notes that
describe the significant accounting
policies used in preparing the schedule,
a summary schedule of prior audit f1nd-
ings consistent with the requirements
of 1200.511 Audit findings follow-up,
paragraph (b), and a corrective action
plan consistent with the requIremente
of § 200.511Audit findings follow-up,
pe.ra.graph(c).

(8) The auditor must:
(i) Perform an audit of the financial

statement(s) for the Federal program
in accordance with GAGAS;

(ii) Obtain an understanding of inter-
nal controls and perform tests or inter-
nal controls over the Federal program
consistent with the requirements of
§200.514Scope of audit, paragraph (c)
for a major program;

(111)Perform procedures to determine
whether the auditee has compl1ed with
Federal statutes, regulations, and the
terms and conditions of Federal awards
that could have a direct and material
effect on the Federal program con-
sistent with the requirements of
§200.514Scope of audit, paragraph (d)
for a ma.jor program;

(tv) Follow up on prior audit findings,
perform procedures to assess the rea-
eonableness of the summary schedule
of prior audit findings prepared by the
auditee in accordance with the require-
ments of 1200.511Audit findings rollow-
uP. and report, as a current year a.udit
finding, when the auditor concludes
that the summary schedule of prior
audit findings materially misrepre-
sents the status of any prior audit find-
ing; and

(v) Report any audit findings con-
sistent with the requirements of
§2OO.516Audit findings.

(4) The auditor's report(s) ma.y be in
the form of either combined or sepa-
rate reports a.nd ma.y be organized dif-
ferently from the manner presented in
this section. The audltor's report(s}
must state that the audit was con-
ducted in accordance with this part
and include the following:

177

ATTACHMENT I2 .
PAGE _\9_L .. Of _.}_'tl.! .. PAGES



§2oo.508

(i) An opinion (or disclaimer of opin-
ion) as to whether the financial state-
mentes) of the Federal program is pre-
sented fairly in all material respects in
accordance with the stated accounting
policies;
(ii) A report on internal control re-

lated to the Federal program, which
must describe the scope of testing of
internal control and the results of the
tests:
(111)A report on compliance which in-

cludes an opinion (or disclaimer of
opinion) as to whether the auditee
complied with laws, regulations, and
the terms and conditions of Federal
awards which could have a direct and
material effect on the Federal pro-
gram; and
(rv) A schedule of findings and ques-

tioned costs for the Federal program
that includes a summary of the audi-
tor's results relative to the Federal
program in a format consistent with
§2OO.516Audit reporting, pa.ragraph
(d)(I) and findiDg8and Questioned costs
consistent with the requirements of
§2OO.515Audit reporting, paragraph
(d)(S).

(c) Report submission for program-spe-
cirl.Caudits. (1) The audit must be com-
pleted and the reporting required by
paragraph (c)(2) or (c)(3)of this section
submrtted within the earlier of 30 cal-
endar days after receipt of the audi-
tor's report(s), or nine months after
the end of the audit period, unless a
different period is specified in a pro-
gram-specific audit guide. Unleee re-
stricted by Federal law or regulation,
the audttee must make report copies
available for public inspection.
Auditees and auditors must ensure
that their respectIve parts of the re-
portIng package do not include pro-
tected personally identifiable Informa-
tion.
(2) When a progra.rn-spec1f1c audit

guide is available, the auditee must
electronically submit to the FAC the
data. collection form prepared in ac-
cordance with §200.612Report submie-
ston, paragraph (b), as applioable to a
program-speoific audit, and the report-
ing required by the program-specific
audit guide.
(3) When a program-specmc audit

guide is not available. the reporting
package for a program-specific audit

2 CFR Ch.11 (1-1-15 Edition)

must consist of the financial state-
mentes) of the Federal program, a sum-
mary schedule of prior audit findings,
and a correotive action plan as de-
scribed in paragraph (b)(2) of this sec-
tion. and the auditor's report(s) de-
scribed in paragraph (b)(4) of this sec-
tion. The data collection form prepared
in accordance with 1200.512Report sub-
mtsetcn, paragraph (b), a.Ilapplicable to
a program-specific audit, and one copy
or this reporting package must be elec-
tronically submitted to the FAC.
(d) Other Bections of this part mall

appili. Program-specific audits are sub-
ject to:
(1)200.500Purpose through 200.503Re-

lation to other audit requirements,
paragraph (d);
(2) 200.504 Frequency of audits

through 200.506Audit costs;
(3) 200.508 Auditee responsib1l1ties

through 200.509Auditor selection;
(4) 200.511Audit findings follow-up;
(5) 200.512Report eubmission, para-

graphs (e) through (b);
(6) 200.519Responsibilities;
(7) 200.516Audit findings through

200.517Audit documentation;
(8)200.521Management dectston. and
(9) Other referenced provisions of this

part unless contrary to the provtstons
of this section, a program-specifiC
audit guide, or program statutes and
regulatiOns.
[78 FR 78600,Dec. 26, 3018, as amended a.t 79
FR 75887,Dec. 19. 2014]

AUDITEES

§ 200.508 Auditee rellpODsibilities.
The a.uditee must:
(a) Procure or otherwise arrange for

the audit required by this part in ac-
cordance with §2OO.509Auditor selec-
tion, and ensure it is properly per-
formed and submitted when due in ac-
oordance with § 200.512Report submis-
sion.
(b) Prepare appropriate financial

statements, including the schedule of
expenditures of Federal awards in ac-
cordance with §200.610Financial state-
ments.
(c) Promptly follow up and take cor-

rective action on audit findings, in-
cluding preparation of a summary
schedule of prior audit findings and a
corrective action plan in accordance
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with §200.511 AudIt findings follow-up,
paragraph (b) and 1200.511 Audit find-
ings follow-up, paragraph (c), respeo-
tively.
(d) Provide the auditor with access to

personnel, accounts, books, records,
supporting documentation, and other
inrormanon as needed for the auditor
to perform the audit required by this
part.

1200.509 Auditor aelection.

(a) Auditor prqcurement. In procuring
audit services, the auditee must follow
the procurement standards prescribed
by the Procurement Standards in
11200.317 Procurement by states
through 20.326 Contract provisions of
Subpart D- Post Federal Award Re-
quirements of this part or the FAR (48
CFR part 42), as applicable. When pro-
curing audit services, the objective is
to obtain h1gh-qual1ty audite. In re-
questing proposals for a.udit services,
the objectives and scope of the audit
must be made clear and the non-Fed-
eral entity must request a copy of the
audit organiution's peer review report
which the auditor is required to pro-
vide under GAGAS. Factors to be con-
sidered in evaluating each proposal for
audit services include the responsive-
ness to the request for proposal, rel-
evant experience, availability of staff
with profBBBional qualifications and
techn1oa.l abilities, the results of peer
and external quality control reviews,
and price. Whenever posstble, the
auditee must make positive efforts to
ut1lize small businesses, minonty-
owned firms, and women's business en-
terprtses, in procuring audit serv1ces as
stated in 1200.321 Contracting with
small and minority businesses, wom-
en's buainesa enterprises, and labor
surplus area firms, or the FAR (48CFR
part 42), as appl1cable.
(b) Restriction on auditor preparing in-

direct cost proposa13. An auditor who
prepares the indirect cost proposal or
cost allocatIon plan may not also be se-
lected to perrorm the audit required by
this part when the indirect costs recov-
ered by the auditee during the prior
year exceeded 51 million. This restric-
tion applieB to the base year used 1n
the preparation of the indirect cost
proposal or cost allocation plan and
any subsequent years in wh1ch the re-

§2OO.510

suIting indirect cost agreement or cost
allocation plan is used to recover costs.
(c) Use of Federal auditors. Federal

auditors may perform all or part of the
work required under this part if they
comply fully with the requirement6 of
this part.

i200.610 Financial IltatemeDtII.
(a) Financial statements. The auditee

must prepare nnancial statements that
reflect it6 financial position, results of
operations or changes in net aesets,
and. where approprtate, cash flows for
the fiscal year audited. The financial
statements must be for the same orga-
nizational unit and fiscal year that is
chosen to meet the requirements of
this part. However, non-Federal entity-
wide financial statements may also in-
clude departments, agenCies. and other
organizational units that have separate
audits in accordance with § 200.514
Scope of audit, paragraph (a) and pre-
pare separate financial statements.

(b) Schedule of expendituTes of Federal
awards. The auditee must &lsoprepare
a schedule of expenditures of }I'ederal
awarde Cor the period covered by the
auditee's financial statements which
must include the total Federal awards
expended as determined in accordance
with 6200.502 Basis for determining
Federal awards expended. While not re-
quired, the a.uditee may choose to pro-
vide information requested by Federal
awarding agencies and pass-through
entities to make the schedule easier to
use. For example, when a Federal pro-
gra.m has multiple Federal award
years, the auditee may list the amount
of Federal awardB expended for each
Federal award year separately. At a
minimum, the schedule must:
(1) List tildlvidual Federal programs

by Federal agency. For a cluster of pro-
grams, provide the cluster name. list
individual Federal programs within the
cluster of programs, and provide the
applicable Federal a.gency name. For
R&D, total Federal awards expended
must be shown either by individua.l
Federal award or by Federal agency
and major subdivision within the Fed-
eral agency. For example, the National
Institutes of Health is a major subdivi-
eion in the Department of Health and
Human Services.
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(2) For Federal awa.rds received a.s a
subrecipient, the name of the paee-
through entity and identifying number
assigned by the pass-through entity
must be included.
(8) Provide total Federal awards ex-
pended for each individual Federal pro-
gram and the CFDA number or other
identifying number when the CFDA in-
formation is not available. For a clus-
ter of programs also provIde the total
for the cluster.
(4)Include the total amount provided
to subrecipients from each Federal pro-
gram.
(5) For loan or loan guarantee pro-
grams described in §200.502Ba.sis for
determining Federal awards expended,
paragraph (b), identify in the notes to
the schedule the balances outstanding
at the end of the audit period. This is
in addition to including the total Fed-
eral awards expended for loan or loan
guarantee programs in the schedule.
(6) Include notes that describe that
significant accounting po11clesused in
preparing the schedule, and note
whether or not the auditee elected to
use the 10% de minimis cost rate as
covered in §200.414.Indirect (F&A)
costs.
['78 FR 78608, Dec. 26, 2013, a.s amended at 79
FR 75887,Dec. 19, 2014]

f 200.1511Audit findinp follow·up.
(a) GeneTaZ.Tbe auditee 18responsIble
for rollow-up and oorrective actIon on
all audit findings. As part of this re-
sponsibility, the a.uditee must prepare
a summary schedule of prior audit find-
1ngs. The a.uditee must also prepare a
corrective action plan for current year
audit findings. The summary schedule
of prior audit findings and the correc-
tive action plan must Include the ref-
erence numbers the auditor assigns to
audit findings under §200.616 Audit
findIngs, paragraph (c). Since the sum-
mary schedule may include audit find-
1ngs from multiple years, it must in-
clude the fiscal year in which the find-
ing Initially occurred. The corrective
action plan and summary schedule of
prior audit f'mdinge must include find-
ings relating to the financIal state-
ments which are required to be re-
ported in accordance with GAGAS.
(b) Summary schedule of prior audit

findings. Tbe summary schedule of

2 CFRCh. II (1-1-15 Edition)

prior audit findings must report the
status of all audit findings inoluded in
the prior audit's schedule of findings
and questioned costs. The summary
schedule must also include audit find-
ings reported in the prior audit's sum-
mary schedule of prior audit findings
except audit fiDdings listed a.s cor-
reoted in accordance with paragraph
(b)(I) of this section, or no longer valid
or not wllJ,Tantlngfurther action in ac-
cordance with paragraph (b)(S) of this
section.
(1) When audit findings were fully
corrected, the summary schedule need
only list the audit findings and state
that oorrective action wa.staken.
(2)When audit findings were not cor-
rected or were only partially corrected,
the summary schedule must describe
the reasons Corthe finding's recurrence
and planned corrective action, and any
partial corrective action taken. When
corrective action taken is significantly
different from oorrective action pre-
yjously reported in a corrective action
plan or in the Federal agency's or pass-
through entity's management decision.
the summary schedule must provide an
.explanation.
(3) Wben the auditee beHeves the
audIt fiDdings are no longer val1d or do
not warrant further action, the reasons
Cor this position must be described in
the summary schedule. A valid reason
Corconsidering an audit finding as not
warranting further action is that all of
the following have occurred:
(i) Two years have passed since the
audit report in which the finding oc-
curred was submitted to the FAC;
(11) The Federal agency or pass-
through entity is not currently fol-
lowing up with the auditee on the audit
finding; and
(111)A management decision was not
1s8ued.
(c) Corrective action plan. At the com-
pletion of the audit, the auditee must
prepare, in a document separate from
the auditor's findings described in
'200.516 Audit findings, a corrective ac-
tion plan to address each audit finding
included in the current year audttor's
reports. The corrective action plan
must provide the name(s) of the con-
tact person(s) responsible for correc-
tIve action, the oorrective action
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planned, and the anticipated comple-
tion date. If the auditee doee not agree
with the audit findings or believes cor-
rective action is not required. then the
corrective action pla.nmust include an
explanation and specific reasons.

t 200.612 Report InlbmiuioD.
(a) General. (1) The audit must be

completed and the data collection form
described in paragraph (b) of this sec-
tion and reporting package described in
paragraph (c) of this section must be
submitted within the earUer of 30 cal-
endar days a.fter receipt of the audi-
tor's report(s), or nine months a.fter
the end of the lLuditperiod. If the due
date falls on a Saturday. Sunday, or
Federal holiday, the reporting package
Is due the next business day.
(2)Unless restricted by Federal stat-

utes or regulations, the auditee must
make copies a.vailable for publio in-
spection. Auditees a.nd auditors must
ensure that their respective parts of
the reporting package do not include
protected personally identifiable infor-
mation.
(b)Data Collection. The FAC is the re-

poSitory of record for Subpart F-Audit.
Requirements of this part reporting
packages and the data collection form.
All Federal agencies. pass-through en-
tities and others interested in a report-
ing package and data collection form
must obtain it by a.ccessingthe FAC.
(1)The a.uditae mwit submit required

data elements described in Appendix X
to Part 200-Data Collection Form
(Form SF-8AC), which state whether
the audit was completed in accordance
with this part a.nd provtdee informa-
tion about the auditee. its Federal pro-
grams. a.nd the results of· the a.udit.
The data must include information
available from the audit required by
this part. ~t is neoesearz for Federal
agencies to use the audit to ensure in-
tegrity for Federal programs. The da.ta
elements and format must be approved
by OMB,available from the FAC, and
Include cnllecttons of information from
the reporting package described in
paragraph (c) of this section. A senior
level representative of the auditee
(e.g., state controller, director of fi-
nance. chief executive orncer, or chief
l1nancial officer) must sign a state-
ment to be included as part of the data

§200.512

collection that BaYS that the a.uditee
complied with the requirements of this
part, the data were prepared in accord-
ance with this part (and the instruc-
tions accompanying the form), the re-
porting package does not Include pro-
tected personally identifiable informa-
tion, the information included in its
entirety 1s accurate and complete, and
that the FAC is authorized to make the
reporting package and the form pub-
licly available on a Website.

(2) Exception fOT Indian Tribes and
Tribal Organizations. An auditee that is
an Indian tribe or a tribal organiza.tion
(as defined in the Indian Self-Deter-
mination, Education and Assistance
Act (ISDEAA), 25 U.S.C. 450b(l» may
opt not to authorize the FAC to make
the reporting package p\1bl1cly avail-
able on a Website, by excluding the au-
thorization for the FAC publication in
the statement described in paragraph
(b)(1) of this section. If this option is
exerotsed, the auditee becomes respon-
s1ble for submitting the reporting
package directly to any pass-through
ent1ties through which it has received
a Federal award and to pass-through
entities for which the S\1mmarysched-
ule of prior audit findings reported the
status of any findings related to Fed-
eral awards that the pass-through enti-
ty provided. Unless restricted by Fed-
eral statute or regulation, if the
a\1ditee opts not to authorize publica-
tion, it must make copies of the report-
ing package ava.1lablefor public inspec-
tion.
(3)Using the 1nformation Included in

the reporting package described in
paragraph (c) of this eection, the aud1-
tor must complete the appl1cable data
elements of the data collection form.
The a.uditor must sign a statement to
be included as part of the data collec-
tion form that indicates, at a min-
imum, the source of the information
included in the form, the auditor's re-
sponsibi11ty for the information, that
the form is not a substitute for the re-
porting package descr1bedin paragraph
(c) of this section, and that the content
of the form is limited to the collection
of information prescribed by OMB.
(c) Reporting package. The reporting

package must include the:
(1) Financial statements and sched-

ule of expenditures of Federal awards
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discussed in §200.610Financial state-
ments, paragraphs (a) and (b), respec-
tively;
(2) Summa.ry schedule of prior lI.udit

f1ndings discussed in §200.511Audit
findings follow-up, paragraph (b);
(3) Auditor's report(s) discussed in

1200.616Audit report1ng; and
(4) Corrective a.ction plan discussed

in §200.511Audit findings follow-up,
paragraph (c).
(d) Submission to FAC. The audrtee

must electronically submit to the FAC
the data collection form described in
paragrlI.ph (b) of this section and the
reporting package described in para-
graph (c) of this section.
(e) Requests for management letters

issued by the auditor. In response to re-
quests by a Federal agency or pass-
through entity, auditees must submit a
copy of any management letters issued
by the auditor.

(f) Report retention requirements.
Auditees must keep one copy of the
data collection form described in para-
graph (b) of this section and one oopy
of the reporting PlI.Ckagedescribed in
paragraph (c) of this section on file for
three years from the date of submis-
sion to the FAC.
(g) FAC respcmsibilities. The FACmust

make ava11able the reporting PlI.Ckages
received in accordance with paragraph
(c) of this section and 1200.60'7Pro-
gram-specific audits, paragra.ph (c) to
the public, except for Indian tribes ex-
ercising the option in (b)(2)of this sec-
tion, and maintain a data base of com-
pleted audits, provide appropriate in-
forma.tion to Federal agencies, and fol-
low up with known auditees that have
not submitted the required data collec-
tion forms and reporting PlI.Ckages.
(h) Electronic filing. Nothing in this

part must preclude electronic submis-
sions to the FAC in such manner as
may be approved by 014B.
['18 FR 78608. Dec. 26, 2013, a.s amended at 79
FR75887.Dec. 19.2014J

FEDERALAGENCIES

1200.513 Responsibilities.
(11.)(1)Cognizant agenoy for audit re-

sponsibl1ities. A non-Federal entity ex-
pend1ngmore than $50mnncn a year In
Federal awards must have a cognizant
agency for audit. The designated cog-

2 CFR Ch. II (1-1-15 Edition)

nlzant agency for audit must be the
Federal awarding agency that provides
the predominant amount of direct
funding to a non-Federal entity unless
OMB deSignates a Ilpeoific cognizant
agenoy Cor audit.
(2) To provide for continuity of cog-

nuance, the determination of the pre-
dominant amount of direct funding
must be bll.8ed upon direct Federal
awards expended in the non-Federal en-
tity's fiecal years ending in 2009,2014,
2019 and every fifth year thereafter.
For example, audit cognizance for peri-
ods ending in 2011 through 2015will be
determined based on Federal awards
expended in 2009.
(S) Notwithstanding the manner In

which audit cognizance is determined,
a Federal awarding agency with cog-
nizance for an auditee may re&Sllign
cogniza.nce to another Federal award-
ing agency that provides subetantial
funding and agrees to be the cognizant
agency for audit. Within 30 calendar
days after any reassignment, both the
old and the new cognizant agency for
audit must provide notice of the
obang~ to the FAC, the auditee, and, if
known, the auditor. The cognizant
agency for audit must:
(i) Provide technical audit advioe and

liaison a.ssistance to auditees and audi-
tors.

(11) Obtain or conduct qUlI.litycontrol
reviews on selected audits made by
non-Federal auditors, and provide the
results to other interested Organiza-
tions. Cooperate and provide support to
the Federal agenoy deaignated by OMB
to lead a governmentwide project to
determine the quality of single audits
by providing a statistically reliable es-
timate of the extent that single audits
oonform to appl1cable requirements,
standards, a.ndprooedures; and to ma.ke
recommendations to address noted
a.udit quality issues, including rec-
ommendations for any changes to ap-
plicable requirements, standards and
procedures indicated by the results of
the project. This governmentwtde audit
quality project must be performed once
every 6 years beginning in 2018 or at
such other interval as determined by
OMB,and the results must be public.
(iii) Promptly inform other a.ffected

Federal agencies and appropriate Fed-
eral law enforcement offioials of any
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direct reporting by the auditee or its
auditor required by GAGASor statutes
and regulations.
(iv) Advise the community of inde-

pendent auditore of any noteworthy or
important factual trends related to the
quality of audits stemming from qual-
ity control reviews. Significant prob-
lems or quality issues consistently
Identified through quality control re-
views of audit reports must be referred
to appropr1a.te state Ucensing agencies
and professional bodies.
(v) Advise the auditor, Federal

awarding agencies, and, where appro-
priate, the audltee of any deficiencies
found in the audits when the defi-
ciencies require corrective action by
the auditor. When advised of defi-
ciencies, the auditee must work with
the auditor to take corrective action.
If corrective action Is not taken. the
cognizant agency for audit must notify
the auditor, the auditee, and applicable
Federal awarding agencies and pa.ss-
through entities of the facts and make
recommendations for follow-up action.
Major 1na.dequacles or repetitive sub-
standard performance by auditors must
be referred to appropriate state l1cens-
ing agencies and professional bodies for
disCiplinary action.
(vi) Coordinate, to the extent prac-

tical, audits or reviews made by or for
Federal agenoies that are in addition
to the audits made pursuant to this
part, 80 that the additional audits or
reviews build upon rather than dupli-
cate audits performed In accordance
wi th this part.
(vii) Coordinate a management deci-

sion for croes-cuttdng audit findings (as
defined in 1200.SO Orose-cuttdng audit
finding) that affect the Federal pro-
grams of more than one agency when
requested by any' Federal awarding
agency whose awards are included in
the audit finding of the auditee.
(vl1i) Coordinate the audit work and

reporting respons1b1l1ties among audi-
tors to achieve the most cost-effective
audit.
(Ix) Provide advice to auditees as to

how to handle changes in fiscal years.
(b) Oversight agency for audit re-

sponsib1l1ties. An auditee who does not
have a designated cognizant agency for
audit will be under the general over-
sight of the Federal agency determined

§200.513

in accordance with §200.73 Oversight
agency for audit. A Federal agency
with oversight for an auditee may reas-
Sign oversight to another Federal agen-
cy that agrees to be the oversight
agency for audit. Within SO calendar
days after any reaseignment, both the
old and the new oversight agency for
audit must provide notice of the
change to the FAC, the auditee, and, if
known, the auditor. The oversight
agency for audit:
(1) Must provide technioal advice to

auditees and auditors as requested.
(2) May essume all or some of the re-

spons1b1l1tiesnormally performed by a
cognizant agency for audit.
(c) Federal awarding agency respon-

sib1l1ties. The Federal awarding agency
must perform the following for the
Federal awards 1t ma.kes (See also the
requirements of §200.210 Information
contained in a Federal award):
(1) Ensure that audits are completed

and reports are received in a timely
manner and in accordance with the re-
quirements of this part.
(2) Provide techDlcal advtce " and

counsel to auditees and auditors as re-
quested.
(3) Follow-up on audit findings to en-

sure that the recipient takes appro-
priate and timely corrective action. As
part of audit follow-up, the Federal
awarding agency must:
(1) IBSue a management decision 8.8

prescribed in 1200.521 Management de-
cision;
(11)Monitor the reCipient taking ap-

propriate and timely corrective action;
(iii) Use cooperative audit resolution

mechanisms (see §200.25 Oooperatdve
aud1t resolution) to improve Federal
program outcomes through better
audit resolution, follow-up, and correc-
tive action; and
(iv) Develop a baseUne, metrics, and

targets to track, over time, the effec-
tiveness of the Federal agency's proc-
ess to follow-up on audit findings and
on the effectiveness of Single Audits in
improving non-Federal entity account-
ability and their use by Federal award-
ing agencies in making award deci-
sions.
(4) Provide OMB annual updates to

the compliance supplement and work
with OMB to ensure that the compli-
ance supplement focuses the auditor to
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test the compliance requtrements most
likely to cause improper payments,
fraud, waste, abuse or generate a.udit
finding for which the Federal 'awarding
agency will take sanctions.
(6) Provide OMBwith the name of a.

single audit accountable official from
a.mongthe senior policy officials of the
Federal awarding agency who must be:
(i) Responsible for ensuring that the

agency fulfille all the requtrements of
paragraph (c) of this section and effec-
tively uses the single audit process to
reduce improper payments and improve
Federal program outcomes.
(ii) Held accountable to improve the

effectiveness of the single audit process
based upon metrics as descrtbed in
pa.ragraph (c)(3)(1v)of this section.
(iii) Responsible for designating the

Federal agency's key management sin-
gle audit liaison.
(6) Provide OMBwith the name of a

key management single audit liaison
who must:
(i) Serve as the Federal awarding

agllncy's management point of contact
for the single a.udit process both within
and outside the Federal Government.
(11) Promote interagency coordina-

tion, consistency, and sharing in areas
such as coordinating audit follow-up;
identifYing higher-nsk non-Federal en-
tities; providing input on single audit
and Collow-up policy; eIihancing the
utility of the FAC; and studying ways
to use single audit results to improve
Federal award accountab1l1ty and best
practices.
(iii) Oversee tra.1ning Cor the Federal

awarding agency's program manage-
ment personnel related to the single
audit process.
(iv) Promote the Federal awarding

agency's use of cooperative audit reso-
lution mechanisms.
(v) Coordinate the Federal awarding

agency's activit1es to ensure appro-
priate and timely follow-up and correc-
tive action on audit findings.
(vi) Organize the Federal cognizant

agency for audit's follow-up on cross-
cutting audit findings that affect the
Federal programs of more than one
Federal awarding agency.
(vii) Ensure the Federal awarding

agency provides annual updates of the
compliance supplement to OMB.

2 CFRen. II (1-1-15 Edition)

(v11i)Support the Federal awarding
agency's Bingle audit accountable offi-
cial's mission.
[78FR 78608.Dec.26,2013,as amendedat 79
FR75887.Dec.19.2014]

AUDITORS

§JOO.614 Scope of audit.
(a) General. The audit must be con-

ducted in accordance with GAGAS.The
audit must cover the entire operations
of the auditee, or, at the option of the
auditee, such audit must include a se-
nee of audits that cover departments,
agenCies, and other organiza.tional
units that expended or otherwise ad-
ministered Federal awards during such
audit period, provided that each such
audit must encompass the financial
statements and schedule of expendi-
tures of Federal awards for each such
department, agenCY,and other organi-
zational unit, which must be consid-
ered to be a non-Federal entlty. The fi-
nancial statements and schedule of ex-
penditures of Federal awards must be
for the sa.meaudit period.
(b) Financial statements. The auditor

must determine whether the financial
statements of the auditee are presented
fairly in all material respects in ac-
cordance with generally accepted ac-
counting prtnciples. The auditor must
also determine whether the schedule of
expenditures of Federal awards is stat-
ed fairly in all materlal respects in re-
la.tion to the auditee's financial state-
mente as a whole.
(c) Internal control. (1) The compli-

ance supplement provides guidance on
internal controls over Federal pro-
grams based upon the guidance in
Standards for Internal Control in the
Federal Government issued by the
Comptroller General of the United
States and the Internal Control-Inte-
grated Framework, iseued by the Com-
mittee of Sponsoring Organizations of
the Treadway Commission (COSO).
(2) In addition to the requirements of

GAGAS, the auditor must perform pro-
cedures to obta1n an understanding of
internal control over Federal programs
sufficient to plan the audit to support
a low assessed level of control risk of
noncompliance for major programs.
(3) Except as provided in paragraph

(0)(4) of this section, the auditor must:
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(1) Plan the test1ng of internal con-
trol over compliance for major pro-
grams to support a low assessed level
of control risk for the assertions rel-
evant to the compliance requirements
for each major program; and
(ii) Perform testing of internal con-

trol as planned in paragraph (c)(3)(1)of
this section.
(4) When internal control over some

or all of the oomphanoe requirements
for a major program are likely to be in-
effective in preventing or detecting
noncompliance, the planning and per-
forming of testing desoribed in para-
grapb (c)(8) of this section are not re-
quired for thoee compliance require-
ments. However, the auditor must re-
port a significant deficiency or mate-
rial weakness in accordance with
1200.516 Audit findings, aseees the re-
lated control risk at the maximum,
and consider whether additional com-
pliance tests are required because of
ineffective internal control.
(d) Compliance. (1) In addition to the

requirements of GAGAS, the auditor
must determine whether the audltee
has complied with Federal statutes,
regulatIons, and the terms and condi-
t:Ions of Federal awards that may have
a direct and material effect on each of
its major programs.
(2) The principal compliance req nire-

ments applIcable to most Federal pro-
grams and the compliance require-
ments of the largest Federal programs
are inclUded in the compliance supple-
ment.
(8) For the compliance requtrements

related to Federal programs contained
in the compliance supplement, an audit
of these compliance requirements will
meet the requirements of this part.
Where there bave been changes to the
compliance requirements and the
changes are not reflected in the com-
pliance supplement, the auditor must
determine the current compliance re-
quirements and modify the audit proce-
dures accordingly. For those Federal
programs not covered in the compli-
ance supplement. the auditor must fol-
low the compliance supplement's guid-
ance for programs not included in the
supplement.'
(4) The compliance testing must in-

clude tests of transactions and such
other auditing procedures necessary to

§200.515

provide the auditor sufficient appro-
priate audit evidence to support an
opinion on compliance.
(e) Audtt follow-up. The auditor must

'follow-up on prior audit findings, per-
form procedures to assess the reason-
ableness of the summary schedule of
prior aul11t findings prepared by the
a.uditee in accordance with §200.511
Audit findings follow-up paragraph (b),
and report, as a current year audit
finding, when the auditor concludes
that the summarv schedule of prior
audit findings mater1s.lly misrepre-
sents the status of any prior audit find-
Ing. The a.uditor must perform audit
follow-up procedures regardless of
whether a prior audit finding relates to
a major program iII the current year.
(f) Data CoUection Form. As required

in §200.512 Report submissIon para-
graph (b)(S), the auditor must complete
and sign specitied sections of the data
collection Corm.
[78 FR 78608,Dec. 26, 2013, a.s amended at 79
FR 76887,Dec.19,2014]

§200.615 Audit reportiug.
The auditor's report(s) may be in the

form of either combined or separate re-
ports and may be organized differently
from the manner presented in this sec-
tion. The auditor's report(s) must state
that the audit was conducted in ac-
cordance with this part and include the
following:
(a) An opinion (or disolaimer of opin-

Ion) as to whether the financial state-
ment.s are presented fairly in all mate-
rial respects in accordance with gen-
ers.lly accepted accounting principles
and an opinion (or disclaimer of opin-
ion) as to whether the schedule of ex-
penditures of Federal awards is fairly
stated in a.ll material respects in rela.-
tion to the financIal statements as a
whole.
(b) A report on interna.l control over

financial reporting and compltanoe
with provisions of laws, regulations,
contracts. and award agreements, non-
compliance with whioh could have a
materis.l effect on the financial state-
ments. This report must describe the
scope of testing of internal control and
compliance and the results of the tests.
and, where applicable, it will refer to
the separate schedule of findings and
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questioned costs described in para-
graph (d) of this section.
(c) A report on compliance for each

major program and a report on internal
control over compl1ance. This report
must describe the scope of testing of
internal control over compliance, in-
clude an opinion or disclaimer of opin-
ion as to whether the auditee complied
with Federal statutes, regulations, and
the terms and conditions of Federal
awards which oould have a direct and
material effect on each major program
and refer to the separate schedule of
findings and Questioned costs described
in pa.ragraph (d) of this section.
(d) A sohedule of findings and ques-

tioned costs which must include the
following three components:

(1) A summa.ry of the auditor's re-
sults. which must include:

(1) The type or report the auditor
issued on whether the financial state-
ments audited were prepared in accord-
ance with GAAP o.e., unmodified opin-
ion, qualified opinion, adverse opinion.
or disclaimer of opinion);

(11) Where applicable, a statement
about whether significant deficiencies
or material weaknesses in internal con-
trol were disclosed by the audit of the
financial statements;

(111) A statement as to whether the
audit disclosed any noncompliance
that is material to the financial state-
ments of the auditee;

(tv) Where applicable, a statement
about whether significant deficiencies
or material weaknesses in internal con-
trol over major programs were dis-
closed by the audit;
(v) The type of report the auditor

issued on compliance for major pro-
grams (Le., unmodified opinion, quali-
fied op1n1on,adverse opinion, or dis-
claimer of opinion);
(vi) A statement &B to whether the

audit disclosed any audit findings that
the auditor is required to report under
1200.516Audit findings paragraph (a);
(vii) An identification of major pro-

grams by listing each individual major
program; however in the case of a clus-
ter of programs only the cluster name
as shown on the Schedule of Expendi-
tures of Federal Awards is required;
(viii) The dollar threshold used to

distinguish between Type A and Type B
programs, as described in §200.518

2 CFR Ch. II (1-1-15 Edition)

Major program determination para-
graph (b)(l), or (b}(3)when a recaloula-
tion of the Type A threshold is re-
quired for large loan or loan guaran-
tees; and
(ix) A statement &B to whether the

auditee qualified as a low-risk auditee
under §200.520Criteria for a low-riSk
auditee.
(2) Findings relating to the financial

statements which are required to be re-
ported in acoorda.noewith GAGAB.
(8) FlndingB and questioned costs for

Federal awards which must include
audit findings as defined in §200.516
Audit findings, paragraph (a).
(i) Audit findings (e.g., internal con-

trol findings, compliance findings,
questioned costs, or fraud) that relate
to the same isaue must be presented as
a single audit fmding. Where pract1cal,
audit fmdings should be organized by
Federal agency or pass-through entity.

(11) Audit findings that rela.te to both
the financial statements and Federal
awards, as reported under paragra.phs
(d)(2) and (d)(3) of this section, respec-
tively, must be reported in both sec-
tions of the schedule. However, the re-
porting in one section of the schedule
may be in summary form with a ref-
erence to a detailed reporting in the
other section of the schedule.
(e) Nothing in this part precludes

combining of the audit reporting re-
quired by this section with the report-
ing required by §200.512Report submis-
sion, paragraph (b) Data Collection
when allowed by GAGASand Appendix
X to Part 200-Data Collection Form
(Form SF-SAC).
[78 FR 7ll6Oll,Dec. 26. 2013, as amended at 79
FR 75887,Dec. 19,2014]

§ 200.616 Audit finclin,..
(a) Audit findings reportea. The audi-

tor must report the following as audit
findings in a schedule of findings and
questioned oosts:
(1) Significant deficienCies and mate-

rial weakneB8es in internal control
over major programs and significant
instances of abuse relating to major
programs. The auditor's determination
of whether a deficiency in internal con-
trol i8 a significant deficiency or mate-
rial weakness for the purpose of report-
ing an audit finding 1s in relation to a
type of compliance requirement for a
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major program identified in the Com-
pliance Supplement.
(2) Material noncompliance with the

provisions of Federal statu tee, regula-
tions, or the terms and conditions of
Federal awards related to a major pro-
gram. The auditor's determination of
whether a noncompliance with the pro-
vieions of Federal statutes, regula-
tions, or the terms and conditione of
Federal awards is material for the pur-
pose of reporting an audit finding is in
relation to a type of compliance re-
quirement for a major program identi-
fied in the compliance supplement.
(3) Known questioned costs that are

greater than $25,000for a type of com-
pliance requirement for a major pro-
gram. Known questioned costs are
those specifically identified by the
auditor. In evaluating the effect of
questioned costs on the opinion on
compliance, the auditor considers the
best estimate of total costs questioned
Oikely questioned costs), not just the
questioned costs speCifically identUled
(known questioned costs). The auditor
must also report known questioned
costs when likely questioned costs are
greater than $25,000for a type of com-
pl1ance requirement for a major pro-
gram. In reporting questioned oosts,
the auditor must include information
to provide proper perspeotive for judg-
ing the prevalence and consequenoes of
the questioned oosts.
(4) Known questioned oosts that are

greater than $25,000for a Federal pro-
gram which Is not audited as a major
program. Except for audit follow-up,
the auditor is not required under this
part to perform audit prooedures for
such a Federal program; therefore, the
auditor will normally not find ques-
tioned coste for a program that is not
audited as a major program. However,
if the auditor does become aware of
questioned costs for a Federal program
that is not audited as a major program
(e.g., all part of audit follow-up or other
audit procedures) and the known ques-
tioned costs are greater than $25,000,
then the auditor must report this as an
audit finding.
(5) The cIroumstances concerning

why the auditor's report on compliance
for each major program is other than
an unmodified opinion, unless such cir-
cumstances are otherwise reported as

§200.516

audit findings in the schedule of find-
ings and questioned costs for Federal
awards.
(6) Known or likely fraud affecting a

Federal award, unless such fraud is
otherwiee reported as an audit finding
in the schedule of findings and ques-
tioned costs for Federal awards. This
paragraph does not require the auditor
to report publicly information which
could compromtse investigative or
legal proceedings or to make an addi-
tionaJ reporting when the auditor oon-
nrms that the fraud was reported out-
side the auditor's reports under the di-
rect report1ng requirements of GAGAS.cn Instances where the results of
audit follow-up procedures disclosed
that the summary schedule of prior
audit findings prepared by the auditee
in accordance with 1200.511Audit find-
ings follow-up, paragraph (b) materi-
ally misrepresents the status of any
prior audit finding.
(b) Audit finding detail and clarity.

Audit findings must be presented in
sufficient detail and clarity for the
auditee to prepare a corrective action
plan and take corrective action, and
for Federal agencies and pass-through
entities to arrive at a.management de-
cision. The following specific informa-
tion must be included, as applicable, in
audit findings:
(1) Federal program and specific Fed-

eral award identification inoluding the
CFDAtitle and number, Federal award
identification number and year, name
of Federal agency, and name of the ap-
plicable pass-through entity. When in-
formation, such as the CFDA title and
number or FederBJ award identification
number, is not ava1lable, the auditor
must provide the best information
available to describe the Federal
award.
(2) The criteria or specific require-

ment upon which the audit finding is
based, including the Federal statutes,
regulations, or the terms and condi-
tions of the Federal awards. Criteria
generally i(ienttfy the required or de-
sired state or expectation with respect
to the program or operation. Criteria
provide a context for evaluating evi-
dence and understanding findings.
(3) The condition found, including

facts that support the deficiency iden-
tified in the audit finding.
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(4) A statement of cause that identi-
fies the reason or expla.na.tion for the
condition or the factors responsible for
the difference between the situation
that existe (condition) and the required
or desired state (criteria). which may
also serve as a basis for recommenda-
tions for corrective action.

(5) The posefble asBtlrted effect to
provide Bufficient information to the
audltee and Federal &gency, or pass-
through entity in the case of a BUb-
recipient, to permit them to determine
the cause and effect tc rac111tate
prompt and proper corrective action. A
statement of the effect or potential ef-
fect should provide a clear. logical link
to establ1sh the 1mpact or potential
impact of the difference between the
condition and the criteria.
(6) Identification of questioned coste

and how they were computed. Known
questioned coste must be identified by
applicable CFDA number(e) and appli-
cable Federal award ident1f1cation
number(e).
(7) Information to provide proper per-

spective for judging the prevalence and
consequences of the audit findings,
such as whether the audit findings rep-
resent an isolated instance or a sys-
temic problem. Where appropriate, in-
stances ident1f1ed must be related to
the universe and the number of cases
examined and be quantified in terms of
dollar value. The auditor should report
whether the sampling was a statis-
tically val1d sample.
(8) Identification of whether the

audit finding was a repeat of a finding
in the immediately prior a.udit and if
BO any a.pplicable prior year audit find-
ing numbers.
(9) Recommendations to prevent fu-

ture occurrences of the deficiency iden-
tified in the audit finding.
(10) Views of responsible officials of

the auditee.
(c) Reference numbers. Each audit

finding in the schedule of findings and
questioned costs must include a ref-
erence number in the format meeting
the requirements of the data collection
form submission required by §200.512
Report eubmieeion, paragra.ph (b) to
allow for easy referencing of the a.udit
findings during follow-up.

2 CFR Ch. II (1-1-15 Edition)

1200.617 Audit documentation.
(a.) Retention of audit documentation.

The auditor must retain audit docu-
mentation and reports for a minimum
of three years after the date of
issuance of the auditor's report(s) to
the auditee, unless the auditor is noti-
fied in writing by the cognizant agency
for a.udit, oversight agency for audit.
cognizant agency for indirect costs. or
pass-through entity to extend the re-
tention period. When the auditor is
aware that the Federal agency, pass-
through entity. or auditee is con-
testing an a.udit finding. the a.uditor
ml15t contact the parties contesting
the audit finding for guidance prior to
destruction of the audit documentation
and reports.

(b) ACCeB3 to audit documentation.
Audit documentation must be made
available upon request to the cogniza.nt
or oversight agency for audit or its des-
ignee, cognizant agency for indirect
cost. a Federal agency. or GAOat the
completion of the audit, as part of a
quality review, to resolve audit find-
ings. or to carry out oversight respon-
sibilities consistent with the purposes
of this part. Accesa to audit docu-
mentation includes the right of Federal
agenoies to obtain copies of audit docu-
mentation. 8.8 is rea.sona.ble and nec-
essary.

§200.618 Major program determina·
tion.

(a.) General. The auditor must use a
risk-based approach to determine
which Federal programs are major pro-
grams. This risk-based a.pproach must
include. consrderattcn of: current and
prior a.udit experience, oversight by
Federal agencies and pass-through en-
tities, and the tnhererrtrtsk of the Fed-
eral program. The process in para-
graphs (b) through (h) of this section
must be followed.
(b) Step one. (1) The auditor must

identify the larger Federa-l programs,
which must be labeled Type A pro-
grams. Type A programs are defined as
Federal programs with Federal a.wards
expended during the audit period ex-
ceeding the levels outlined in the ta.ble
in this paragraph (b)(1):
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Type AlB Ihruhc>Id

Equal 10 er IOllIlMd $750.000
bl.C_ than ••••equalll:l
$25 rrdllon.

Exceed $25 m1110n buI leas
than OfoquallO $100 mi-
lion.

Exceed $100 _ bulle ••
!han Dr •••••• III $1 bI1llon.

Exceed $1 bilion buI leu
..." Dr •••••• 10 $10 bilian.

Exceed $10 -. buI '-
than or "",,10 $20 bIIIon.

Ex<:eecl$20 _ _.._

$750.000.

TOI8I _, awards ex·
pended _ .03.

$3 mllllon.

T0\81 Federal awards "'"
pended _ .003.

$3Orrillion

Total Feder-'_rd. ex-
pendfId _ .0015.

(2) Federal programs not labeled
'I"ypeA under pa.ragraph (b)(l) of this
section must be labeled Type B pro-
grams.

(3) The inclusion of large loan and
loan guarantees (loans) must not result
in the exclusion of other programs as
Type A programs. When a Federal pro-
gram providing loans exceeds four
times the largest non-loan program it
is considered a large loan program, and
the auditor must consider this Federal
program as a Type A program and ex-
clude its values in determining other
Type A programs. This recalculation of
the Type A program is performed after
removing the total of all large loan
programs. For the purposes of this
paragraph a program is only considered
to be a Federal program providing
loans if the value of Federal awards ex-
pended for loans witb1n the program
comprises fifty percent or more of the
total Federal awards expended for the
program. A cluster of programs is
treated as one program and the value
of Federal awards expended under a
loan program is determined as de-
scribed in §200.602Baeis for deter-
mining Federal awards expended.

(4) For biennial audits permitted
under §200.504Frequency of audits, the
deteqninatlon of Type A and Type B
programs must be based upon the Fed-
eral awards expended during the two-
year period.

(c) Step two. (1) The auditor must
Identify Type A programs which are
low-risk. In making this determina-
tion. the auditor must consider wheth-
er the requiremente in §200.519Criteria
for Federal program riek paragraph (C),
the results of audit follow-up, or any
changes in personnel or systems affect-
ing the program indicate significantly

§200.518

inoreased risk and preclude the pro-
gram trom being low risk. For a Type
A program to be considered low-risk, it
must have been audited as a major pro-
gram in at least one of the two most
recent audit periods (in the most re-
cent audit period in the case of a bien-
nial audit), and, in the most recent
audit period, the program must have
not had:

(1) Internal control deficiencies
which were identified as material
weaknesses in the auditor's report on
internal control for major programs as
required under §200.515Audit report-
ing, paragraph (c);

(11)A modified opinion on the pro-
gram in the auditor's report on major
programs as required under §200.515
Audit reporting, paragraph (c); or

(111)Known or likely questioned costs
that exceed five percent of the total
Federal awards expended for the pro-
gram.

(2) Notwithstanding paragraph (c}(I)
of this section, OMB may approve a
Federal awarding agency's request that
a Type A program may not be consid-
ered low risk for a certain recipient.
For example, it may be necessary for a
large Type A program to be audited a.s
a major program each year at a par-
ticular recipient to allow the Federal
awarding agency to comply with 31
U.S.C. 3515. The Federal awarding
agency must notify the recipient and,
if known, the a.uditor of OMB's ap-
proval at least 180calendar days prior
to the end of the fiscal year to be au-
dited.

(d) Step three. (I) The auditor must
identify Type B programs which are
high-risk using protesstonal judgment
and the criteria in 1200.519Criteria for
Federal program risk. However, the
auditor is not required to identify more
high-risk Type B programs than at
lea.st one fourth the number of low-risk
Type A programs identified as low-risk
under Step 2 (paragraph (c) of this sec-
non). Except for known material weak-
ness in internal control or compliance
problems as discussed in §200.519Cri-
teria for Federal program risk para-
graphs (b)(I), (b)(2), and (0)(1), a single
oriteria in risk would seldom cause a
Type B program to be considered bigh-
risk. When identifying whioh Type B
programs to risk assess, the auditor is
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encouraged to use an approaoh which
provides an opportunity for dif!erent
high-risk 'rype B programs to be au-
dited as major over a period of time.
(2) The auditor is not expected to per-

form risk assessments on relatively
small Federal programs. Therefore, the
auditor is only required to perform risk
assesamenta on Type B programs that
exceed twenty-five percent (0.25) of the
Type A threshold determined in Step I
(paragraph (b) of this section).
(e) Step fOUT. At a minimum, the

auditor must audit all of the following
as major programs:

(1) All Type A programs not identi-
fied as low risk under step two (para-
graph (c)(1)of this section).

(2) All Type B programs identified as
high-risk under step three (paragraph
(d) of this section). '
(3) Such additional programs as mav

be necessary to oomply with the per-
centage of coverage rule discussed in
paragraph (0 of this section. This may
require the auditor to audit more pro-
grams as major programs than the
number of Type Aprograms.
(f) Percentage of cOtlerage TUle. If the

auditee meets the criteria in 1200.520
Criteria for a low-risk auditee, the
auditor need only audit the major pro-
grams identified in Step 4 (paragraph
(e)(1) and (2) of this section) and sl1ch
additional Federal programs with Fed-
eral awards expended that, in a.ggre-
gate, all major programs encompass at
least 20 percent (0.20) of total Federal
awards expended. Otherwise, the audi-
tor must audit the major programs
identified in Step 4 (paragraphs (e)(1)
and (2) of this section) and such addi-
tional Federal programs with Federal
awards expended that, in aggregate, all
major programs encompass at least 40
percent (0.40) of total Federal awards
expended.

(g) Documentation of risk. The auditor
must include in the audit documenta.-
tion tl1'erisk analysis process used in
determining major programs.
(h) Auditor's judgment. When the

major program determination was per-
formed and documented in accordance
with this Subpart, the auditor's judg-
ment in applying the risk-based ap-
proach to determine major programs
must be presumed correct. Challenges
by Federal agencies and pass-through

2 CFR Ch. II (1-1-16 EdlHon)

entities must only be for clearly im-
proper use of the requirements in this
part. However, Federal agencies and
pass-through entities may provide
auditors guidance about the riek of a
particular Federal program and the
auditor must consider this guidance in
determining major programs in audits
not yet completed.
[78 FR 7B6OB,Dec. 26, 2018, as amended at 79
FR '7588'7, Dec. 19. 2014]

§200.1519Criteria for Federal program
risk.

(a) General. The auditor's determina-
tion should be based on an overall eval-
uation of the risk of noncompliance OC-
cuzring' that could be material to the
Federal program. The auditor must
consider criteria, such as described in
paragraphs (b), (c), and (d) of this sec-
tion, to identify risk in Federal pro-
grams. Also, as part of the risk anal-
ysis, the a.uditor may wish to discuss a
particular Federal program with
auditee management and the Federal
agency or pass-through entity.
(b) Ourren: and prior audit ezperienoe.

(1) Weaknesses in internal control over
Federal programs would indicate high-
er risk. Consideration should be given
to the control environment over Fed-
eral programs and such factors as the
expectation of management's adher-
ence to Federal statutes, regulations,
and the terms and conditions of Fed-
eral awards and the competence and
experience of personnel who administer
the Federal programs.
(i) A Federal program administered

under multiple internal control struc-
tures may bave higher risk. When as-
sessing risk in a large single audit, the
auditor must consider whether weak-
nesses ate isolated in a single oper-
ating unit (e.g., ODecollege campus) or
pervasive throughout the entity.

(11) When s1gn11'1cantparts of a Fed-
eral program are passed through to
subrecipients, a weak system for moni-
toring subreclpients would indicate
higher risk.
(2) Prior audit findings would indi-

cate higher risk, particularly when the
situations identified in the audit find-
ings could have a significant impact on
a Federal program or have not been
corrected,
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(3) Federal programs not recently au-
dited as major progra.ms may be of
higher risk than Federal programs re-
cently audited as major programs with-
out audit findings.

.Ic) Oversight exercised by Federal agen-
cies and pass-through entities. (1) Over-
sight exercised by Federal agenoies or
pass-through, entities could be used to
a.ssess risk. For example, recent moni-
toring or other reviews performed by
an oversight entity that disclosed no
significant problems would indicate
lower risk, wherea.s monitoring that
disclosed significant problems would
indicate higher risk.

(2) Federal agencies, with the concur-
rence of OMB, may identify Federal
programs that are higher risk. OMB
will provide this identification in the
compliance supplement.

(d) Inherent risk of the Federal pro-
gram. (1) The nature of a Federal pro-
gram may indicate risk. Consideration
should be given to the complexity of
the program and the extent to which
the Federal program contracts ror
goods and services. For example, Fed-
eral programs that disburse funds
through third party contracts or have
eligibility criteria may be of higher
risk'. Federal programs primarily in-
volving staff payroll costs may have
high risk for noncompliance with re-
quirements of 1200.430 Compensation-
personal services, but otherwise be at
low risk.

(2) The phase of a Federal program in
its life cycle at the Federal ageney
may indicate risk. For example, a new
Federal program with new or interim
regulations may have higher risk than
an established program with time-test-
ed regulations. Also, significant
changes in Federal programs, statutes,
regulations, or the terms and condi-
tions of Federal awards may Increase
risk.

(3) The phase of a Federal program in
its life cycle at the auditee may indi-
cate risk. For example, during the first
and last years that an auditee partici-
pates in a Federal program, the risk
ma.y be higher due to start-up or close-
out of program activities and staff.

(4) Type B programs with larger Fed-
eral awards expended would be of high-
er risk than programs with substan-

§200.520

tially smaller Federal awards ex-
pended.

§200,520 Criteria for a low·ri5k
BUditee.

An auditee that meets all of the {ol-
lowing conditions for each of the pre-
ceding two audit periods must qualify
as a lew-risk auditee and be eligible for
reduced audit coverage in accordance
with § 200.518 Major program deter-
mination.

(a) Single audits were performed on
an annual basis in accordance with the
provisions of thIs Subpart, including
submitting the data collection Corm
and the reporting package to the FAC
within the timeframe spec1C1ed in
1200.512 Report submission. A non-Fed-
eral entity that has biennial audits
does not qualify as a low-risk audltee.

(b) The audItor's op1n1onon whether
the f1nancial statements were prepared
in accordance with GAAP, or a basis of
accounting required by state law, and
the auditor's In relation to opinion on
the schedule of expenditures of Federal
a.wards were unmodified.

(c) There were no deDciencies in in-
ternal control which were identified as
material weaknesses under the require-
ments of GAGAS.

(d) The auditor did not report a sub-
stantial doubt about the auditee's abrl-
Ity to continue as a going concern.

(e) None of the Federal programs had
audit findings from any of the fol-
lowing in either of the preceding two
audit periods in which they were olassi-
fied as Type A programs:

(1) Internal control deficiencies that
were ident1C1edas material weaknesses
in the auditor's report on internal con-
trol for major programs as required
under §200.515 Audit reporting, para-
graph (c);

(2) A modified Op1n10Don a major
program in the auditor's report OD
major programs as required under
§200.515 Audit reporting, paragraph (c);
or

(3) Known or likely questioned costs
that exceeded five percent of the total
Federal awards expended for a Type A
program during the audit period.
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MANAGEMENTDBCIBI01'lS

§ 200.521 Management decision.
(a) General. The ma.nagement deci-

sion must clea.rly state whether or not
the aud1t finding is sustained. the rea-
sons for the decision. and the expected
auditee action to repay disallowed
costa, ma.ke financial adjustments. or
take other action. If the aud1tee has
not completed corrective action. a
timetable. for follow-up should be
given. Prior to issuing the manage-
ment decision, the Federal agency or
pass-througb entity may request addi-
tional information or documentation
from the auditee, includ1ng a request
for a.uditor aesurance related to the
documentation, as a way of mitigating
disallowed costs. The management de-
cision should describe any appeal proc-
ess available to the auditee. While not
required, the Federal agency or pass-
through entity may also issue a man-
agement decision on findings relating
to the f1na.ncialstatements which are
required to be reported in accordance
with GAGAS.
(b) Federal agency. As provided in

§200.513 Responsibilities, paragraph
(a)(7). the cognizant agenoy for aud1t
must be responsible for ooordinating a
management decision for audit find-
ings that affect the programs of more
than one Federal agenoy. As provided
in §200.513Responsibilities, paragraph
(c)(3). a Federal award1ng agency is re-
sponsible for issuing a management de-
ctston for findings that relate to Fed-
eral awards it makes to non-Federal
entitles.
(c) Pass-through entity. As provided in

§200.331Requirements for pass-through
entitles. paragraph (d). the pase-
through entity must be responsible for
issuing a ma.nagement decision for
audit find1ngs that relate to Federal
awards It makes to subreetptente.
(d) TUne requirements. The Federal

awarding agency or pass-through enti-
ty responsible for i~ing a manage-
ment deoision must do so within six
months of acceptance of the audit re-
port by the FAC. The auditee must Ini-
tiate and proceed with corrective ac-
tion as rapidly as possible and correc-
tive aotion should begin no later than
upon receipt of the audit report.

2 CFR Ch. II (1-1-15 EcItIon)

(e) Reference numbers. Management
decisions must include the reference
numbers the auditor assigned to each
audit finding in accordance with
§2OO.516Audit findings paragraph (c).

ApPIi:NDIXI TOPART 200--FULLTEXT OF
NOTICE OF FuNDING OPPORTUNITY

The fllll text of the notice of funding op-
portunity 1ll organized ill BectiOIl8.The re-
quired format outlined in tblB appendix 1IIdl-
cates immediately followiDg the title of each
section whether that eectlon 1llrequired In
every announcement or 1lla FederaJ award-
ing agenoy option. The format 1lldeSigned 80
that BL-nUartypes of informa.tion will appear
in the eame sections in announcement6 of
d1fierent Federal fund1Dgopportunities. To-
ward that end, there is text In each of the
followinlr sectiOIl8to describe the types of ill-
formation that a Federal awarding agency
would include in that section of an actual
announoement.
A Federal awardIng agency that w1shell to

Include information that the format does not
spec1t1.callyd1Beuasmay addreas that subject
ill whatever Beetlon(s) ill m06t appropriate.
For example. if a Federal awarding agency
chooses to addre88 performance goals in the
announcement, It might do BOin the funding
opportunity desCription, the application con-
tent. or the reporting requIrements.
81mJlarly. when this format ca.ll&for a

type of illformation to be in a partioular sec-
tion, a Federal awarding agency w1lIh1ngto
address that subject In other sections may
elect to repeat the information in those aec-
tions or use cross references between the eec-
tions (there sbould be byperl1nks for crOBB-
references in any electronic versions of the
t.nDouncement). For aample. a Federal
awardiDg agency may want to include Sec-
tion A information about the types of non-
Federal entities wbo are eligible to apply.
The format speoifies a standard lOO8.tlonfor
that information in Section C.l but does DOt
preclude repeating the Information In Sec-
tion A or creating a cross reference between
Section A and C.l. as long as a potential ap-
plicant can tl.nd the information quickly and
ellllily from the standard location.
The seotlons of the full text of the an-

nouncement are deecribed in the following
paragraphs.

A. PRooRAM DESCRIPTION-REQUIRED

Th1Bsection contains the full program de-
scr1ption of the funding opportunity. It may
be as long as needed to adequately commu-
nicate to potent1al appllca.nte the sreas in
which funding may be provided. It descrlbes
the Federal awarding agency's funding prior-
Ities or the technical or focus areas in whicb
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the Federal awa.r&ng agency intends to pro-
vide asB1sta.nce.Ae appropriate, it may in-
clude any program history (e.g., whether thiB
is a new prop-am or a new or changed area or
program emphae1B).This section may com-
mllllicate indicators of sue<:ea5ful projecte
(e.g., if the program encourages coll&bo-
rative efforta) and may include examples of
projects that have been funded previol1llly.
This section alao may include other Informa-
tion the Federal awardIng &geDcydeems nec-
essary, and must, at a minimum include etta-
tions for authorizing llt&tutee and regula.·
tiona for the funding opportunity.

B. FEDERALAWARD INFoRMATION-REQUIRED

This section provides eufnc1ent informa.-
tion to help an appUcant make an informed
decillion about whether to submit a propoeal.
Relevant information oould include the total
amount of funding that the Federal awarding
agencY expeote to a.ward through the an-
nouncement; the anticipated number of Fed-
eral awarde; the expected amounts of indi-
vidual Federal awards (which may be a
range); the amount of funding per Federal
awa.rd, on a.vera.ge, experienced in previollB
years; and the anticipated start dates and
periods of performance for new Federal
awarde. ThU! section also Ilhollld address
whether applications for renewal or sup-
plementation of existing projecte are eligible
to compete with applications for new Fed-
era.!awarde.
This section a.!8Omust indicate the type(s)

of aseilltance instrument (e.g., grant, cooper-
ative agreement) that may be awarded it ap-
plications are sUODellllful,If cooperative
agreements may be awarded, this section ei-
ther Ilhollld deacr1be the "subetant1a.l in-
volvement" that the Federal awa.r&ng agen-
cYexpects to have or Ilhollld reference where
the potential applicant can find that infor-
mation (e.g., in the funding opportunity de-
ecription in A. Program Det!cription-Re-
quired or Federal award adminilltratlon in-
Cormation in Section D. Application and
SubmiYion Information). If procurement
contracts a.!8Omay be awarded, this must be
stated.

C. ELIGIBILITY INFORMATION

This section a.ddresses the considerat.ions
or factOJ'8that determine applicant or a.ppll-
cation eligib1l1ty. Th1e includee the eltgl-
b1l1tyof particular types of applicant organi-
zations, any factore affecting the ellgib1Uty
of the principal investigator or project direc-
tor, and any criteria that make particlllar
projeote ineligible. Fedel'al agencies Ilhould
make clear whether an applicant's failure to
meet an 'el1glblllty criterion by the time of
an application dea.dl1ne wtll result in the
Federal awarding agency returning the ap-
plication without review or, even thougb an
application may be reviewed, will preclude

pt, 200, App, I

the Federal a.warding agency from making a
Federa.! award. Key elements to be a.ddreesed
are:

1. Eligible Applicants-Required. Announce-
ments must clea.rly identify the types of en-
tities that. are eligible to apply. If there are
no restriotlons on el1glb1Uty, this section
may simply indio•.ts that a.ll potential appli-
cants are eligible. If there are restrictions on
eligibil1ty, it Is important to be clear &bout
the epeoi11ctypes of entitles that are eligi-
ble, not just the types that are ineligible.
For example, if the progr&IDi8 l1m1ted to
nonprofit organization.s BUbject to 26 U,S.C.
501(c)(3)of the tax code (26 U.S.C. 501(c)(3»,
the announcement Ilhould aay so. Similarly,
It is better to state explicitly that Native
Amerloa.n t..-l.ba.lorg&iIizationa are ellg1ble
than to assume that they can unambtguollBly
infer that from a statement that nonprofit
orga.n1zationsmay a.pply. Elig1b1l1tyalso can
be 8xpTeBeedby exception, (a.g., open to a.!l
types of domestic applicant.!!other th&Dindi-
vidua.ls). This section Ilhould refer to any
portion of Section D specifying documenta-
taon tba.t must be submitted to support an
eligibility determination (e.g., proof of
501(C)(3)status as determined by the Internal
Revenue Service or an authorizillg triba.! res-
olution). To the extent that any funding re-
striction in Section D.6 Could affeot the elf-
glb1l1ty of an applicant or project, the an-
nouncement mllBt either restate that restrtc-
tton In this section or provide a crose-rer-
erence to Its description in Sectlon D.6.

2. cost Shalillg or Match.ing-Required. An-
nounoementa must state whether there is reo
quired cost Ilha.r1ng,matching, or cost par-
ticipation without which an applioation
would be ineligible (if COllt Bharing ill not re-
qll1red, the announcement must explic1tly
aay 80). Requ.tred cost Bharing may be a cer-
tain percentage or amount, or may be in the
form or contributioDB of specified items or
act1vities (e.g., provillion of equipment). It is
important that the announcement be clear
about any restrictions on the types of cost
(e.g., in-kind contributions) that are accept-
a.ble as coat sbar1ng. Coat ahs.ring a.san eligi-
bility criterion includes requirements based
in statute or regulation, as described in
1200.806 Cost IlharIng or matching of this
Part. ThIs section Ilhould refer to the appro-
priate portiones) of section D. Application
and Submission Information stating any pre.
award requirements for Bubmlesion of letters
or other documentation to verify commit-
ments to meet COSt-llhar1ngrequirement.!! if a
Federal award Is made.
a, Other-Reqvlred, if applicable. If there are

other eligib1l1ty criteria (i.e., criteria that
have the effect of making an applloa.tlon or
project Ineligible Cor Federal awards, wheth-
er reCerred to ae "responsiveness" criteria.
"go-no go" criteria, "threllhold" criteria, or
in other ways), must be clea.rly stated and
must include a reference to the regulation of
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requirement tbe.t descrtbee the reatrtction,
a.s e.ppl1ce.ble.For exa.mple, if entities the.t
bAve been found to be In viole.tlon of e. par-
ticular Federe.l statute are IneUg1ble, It Is
importe.nt to aay 80. ThIs section mlUlt e.leo
state &.IIyllm1t on the number of e.ppl1ca-
tions &.IIappllca.nt may submit nnder the &.II-
noun cement and make clee.r wbether the
limitation is on the submitting organiZAtion,
Indtvidua.l Investigator/program director, or
both. This section sbould aleo address any
el!g1b1llty criteria for benefic!&ries or for
program pvtlolpante other than Federal
awe.rd recipients.

D. APPLlCATJON AND SUlIMISBlON INFoRMATION

1. Address to Requat Application Prwkagf7-
Required. Potential a.ppllca.nts must be told
how to get a.])plication forms, kits, or other
ma.terla.le needed to apply Of this announce-
ment conta.lns everything needed. thie sec-
tion need only say 80). An Internet a.ddress
where the materiale can be accesaed 18 ac-
ceptable. However, siDee high-speed Internet
a.cCe1!8is not yet unIvereally ava.llable Cor
downloa.d.1.ngdocuments, &.IIdAppl1ca.ntsmay
ha.ve addltiona.l r.coellBibU1tyreQuirements,
there aleo sbould be a. way Corpotentia.l ap-
plicants to requeet paper copies of materials,
such as a U.S. POIlta.l Service ma.illng ad-
dress, telephone or FAX number, Telephone
Device for the Dea.f (TOD), Text Telephone
(TTY) number, and/or Federal Informa.t1on
Relay Service (FIRS) number.

2. Content and FOTm of Application Submis-
sion-Required. ThIs section must Identify
the required content of a.n a.pplicatlon &.IId
the rorme or forma.ts th&t ADapplica.nt must
use to submit It. If a.ny requirements Are
stated elsewhers because they are general re-
quirements thAt apply to mulUple programs
or fundlng opportunities. this section should
refer to where thOllBrequirements may be
found. This BBctlon aleo sbould Include re-
quired forms or forma.ts a.s pa.rt of the an-
nounoement or state where the a.pplloa.nt
ma.y obWn them.
This section &bould specifically address

content and form or forme.t requirements
Cor:
i. Pre-e.pplicationll, letters of intent, or

wbite papers required or encouraged (BBe
Section D.4), including a.ny limitations on
tbe number of pages or other formatting re-
quirements similAr to tboee for full e.pplioe.-
tions.
11.The e.ppllcation e.s e. whole. For all Bub-

.m1sBlons, this would Include ADYllm1tatioIlJ!
on the number of pages, Cont size and type-
Cace, margtns, paper B1zB,number of copies,
a.nd sequence or as&embly requirements. If
electronic submission is permitted or re-
quired, tbis could inolude specla.l require-
ments for fonnatt\ng or Iligne.turea.
ill. Component pieces of the e.ppllca.tion

(e.g., If all copies of the II.pplication must
bear orlgina.l signatures on the Ce.cepage or

2 CFR Ch. II (1-1-15 Edition)

the program na.rre.tlve me.y not exceed 10
pe.ges). Tb1s lncludes any pieces that may be
submitted separa.tely by third pa.rtles (e.g.,
references or letters confirming commit-
mllDte from third parties the.t will be con-
tributing e. portion of e.ny required cost &bAr-
ing).
Iv. InfonnAtion thAt successful applicants

must submit a.fter notification of lntent to
mue a Federa.l e.we.rd,but prior to e. Federe.l
AWard. Tb1s could Include evidenOBof com-
pll&Doewith reQuirements rela.t1ng to buma.n
subjects or IDforme.tion needed to comply
with the Na.tlonal Bnviromnenta.l Policy Act
(NEPA) (42U.S.C. 4321-437Oh).
S. Unique entift/ identifier and System for

AwaTd Management (SAM)-Required.
This pa.ra«ra.ph mlAllt state olearly tha.t

eacb appl1oa.nt (unless the e.pplica.nt is an in-
dlvidue.l or Federal e.we.rd1ngagency that is
excepted from thoee requirements under 2
CFR 125.11O(b)or (c), or has an exception ap-
proved by the Federal awardiDg agency
under a CFR 125.110(d»is required to: (1) Be
registered In SAM before submitting Its e.p-
plication; (ii) provide a a valld unique entity
Identifier In Its applioatlon; and (ill) con-
tinue to m&1nta.ln an active BAM regiStra.-
tion with CIllTBDtinforma.tion e.t a.ll times
during which it has an active Federa.l e.we.rd
or an e.pplloation or pla.nunder considerAtion
by e. Federal a.we.nUnge.geney. It a.lso must
state thAt the Federa.l awarding agency may
not make e. Federal e.wa.rd to a.n e.ppllC8.nt
until the applicant hILsoomplied with a.ll e.p-
pllcable unique entity Identifier and BAM re-
quirements ADd,if an e.pplica.nt has not fully
complied with the requirements by the time
the Federa.l e.wa.rd1ngagency Is ree.cly to
mue e. Federe.l award, the Federal a.warding
agency may determ1Ile thAt the Applicant Is
not Qualified to receive a Federal ILwe.rdADd
use th&t determination a&a.ba.a1sfor making
a F'ederal a.we.rdto another appllca.nt.

4. SKbmWion Dotes and Time&-Required.
Announcements must IdentifY due dAtes and
times for all submissions. ThIs includes not
only the full applications but a.leo any pre-
l1m1nary Bubmi88loDB(e.g., letters of Intent,
white papers, or pre-lI.pplicatlons). It also In-
cludes any other Ilubmisslons oCinformation
before Federe.l e.we.rdtbAt e.re eepare.te from
the tun application. If the funding oppor-
tunity is e. genera.l announcement that is
open for •. period oCtime with no epeolfic dne
dAtes Cor applioations, this seotion should
say 80. Note the.t· the Informe.tion on de.tes
th&t ill included In this seotion a.leomust e.p-
peAr with other overview informe.tion in e. 10-
cs.tion preceding the full text oC the AD-
nouncement (see 1200.203Notices or funding
opportunities of this Pa.rt).
Eacb type or submission should be des-

Ignated e.s encouraged or required ADd,if re-
quired, any deadline date (or dAtes, If the
Federa.l AWa.rdlng agency pla.ns more the.n
one cycle of appllca.tlon submission. review,
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aDdFederal award IIIlder the announcement)
should be spec1ned. The announcement must
state (or provide a refereJlce to another docu-
ment that states):
I,AllYdeadl.J.nein terms of a date and local

time. If the due date falls on a Saturday,
SUDday, or Federal holiday, the reporting
package is due the neJ[t bllB1Jlllll8day.
ii. What the deadline means (e.g., whether

1t Is the date and time by which the Federal
award1Ilg agency must receive the applica-
tron, the date by wh1ch the appllcaWon must
be postmarked, or somethlDg else) and how
that dePllIlcIB,If at all, on the 8Ubm188Ion
method (e.g., mail, eleotronic, or personal!
courier delivery).
iii. The effect of missing a deadline (e.g.,

'i!'hetber late appl1e&tions are neither re-
viewed nor COII81d81'8dor are reviewed and
considered UDdersome circumstances).
tv. How the receiving Federal omce deter-

mines whether an application or pre-applica-
tion has been submitted before the deadline.
This includes the form of acceptable proof of
ma1l1ngor syetem-geDerated documentation
of receipt date and time.
Tb1&section also may indicate whether.

when, and in whAt form the applicant will re-
ceive an acknowledgement of receIpt. TbiE
infonnatlon Mould be d18played in ways that
will be easy to UDderstand and use. It can be
dim cult to extract all needed inforrnation
trom narrative pa.ragraphs, even when they
are well wJ1tten. A tabular form for pro-
vidlDg a 8UmJD8.ryof the information may
help appl1cants for BOrneprograms and give
them whAteffectively could be a checkl1st to
ver11ythe completeness of their appl1oation
package before BUbmiBa1on.

6. Intergovernmental RevIew-RequiTed, if ap-
plicable. If the funding opportunity ie subject
to ExecutIve Order l2372, ''Intergovem-
mental Review of Federal Programs," the
notice must BaYBO.In alerting applicants
that they must contact their state's 8lDgie
Point of Contact (SPOO) to nnd out about
and comply with the state's prOOOllSunder
Exeoutive Order 12372.It may be useful to in-
form potential applicants thAt the names
Il.lld&ddrellllesof the SPOCBare listed in the
OMce of Management and Budget's Web site.
to1DW.whiteh01lBe.goutomblpnmtslspoc.html.

6. Funding ReatrlctioJl8--Reqvired. Notices
must include information on funding restrtc-
tioD6 in order to allow an applicant to de-
velop an application and budget conailtent
with program requirements. Ihamples are
whether ccastructaon 16an allowable activ-
ity, if there are any limitations ODdirect
oosts such as foreig:n travel or equipment
purchases, and if there are any limits on in-
direct costs (or fac1l1tIes and administrative
costs). ApplIcants must be advised If Federal
awa.rdswill not allow reimbursement of pre-
Federal award costs.

'1. Other SubmiIlBion Requirements- Required.
This section must address any other submls-

pt. 200, App. I

sion requirements not included in the other
pa.ragraphs of this section. Th18 might in-
clude the format of lubm115sion,t.e., paper or
electronic, for each type of reqUired submis-
sion. ApplIcants Mould not be required to
Bubmit in more than one format and thblsBC-
tion should indicate wbether they may
choose whether to submit applications in
hard copy or electronically, may submit only
in hArd copy, or may llUbmlt only electroni-
cally.
This section alBOmust indicate where ap-

plIcations (and any pre-applloe.tions) must be
Bubmitted it sent by postal mail, electronic
me&Il8, or hand-delivery. For postal maU
subm1as1on,th1llmust include the name of an
omce, oU1clal, indivIdual or function (e.g.,
appl1cation reoetpt center) and a complete
ma1l1ng &ddrees. For electronic submiBBion.
this must include the URI.. or email addre6B;
whether a paaeword(s) 11 required; whether
particular software or other electroD1c capa-
bilities are required; whAt to do in the event
of system problems and a point of contact
who will be Available in the event the appli-
cant expeJ1ences tecllnlcal d11I1culties.1

E. APPLICATION RBVlEwINFoRMATION

1. Criteria-ReqldTed. This section must ad-
dress the cJ1teria. that the Federal awlU'ding
agency will W1e to evaluate appl1cationa.
This includes the meJ1t aDdothsr review cJ1-
ter1a that evaluators will use to judge appli-
cations, including any statutory, regulatory,
or other preferenceB (e.g., minority status or
Native American trtbal preferencse) thAt
w1ll be applied in the review process. These
cJ1teJ1a are distinct fi'om ellg1b1l1ty criteria
that are addressed before an application is
accepted for review and any program policy
or other factors thAt are applied during the
seleotion process, after the review proceee is
completed. The intent is to make the appli-
cation proceBBtransparent 80 applicants can
make informed decisions when prepa.r1ng
their applIcations to maximize fa.1rnees of
the process. The announcement should clear-
ly descJ1be all cJ1terla, incj.uding any sub-
criteJ1a. U cJ1teria vary in importance, the
announcement should specify the relative
percentagee, weights, or other means ueed to
distinguish among them. For statutory, reg-
ulatory, or other preferences, the announce-
ment should provide a detaUed azplanation
of those preferences with an explicit indica.-
tion or their effect (e.g., whether they result
In &dditional points being assigned).

1With respect to electronic methods for
providing information about fUIld1ng.oppor-
tunities or accepting applicants' Bubmissions
of information, each Federal awarding agen-
cy is responsible for compllancB with Section
508 of the Rehabilitation Act of 1973 (29
U.S.C. 794d).
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ITaDappllcant's proposed coat sharing will

be considered in the review procll8S (as op-
posed to being &II eligibility criterion de-
scribed in Section C.2), the annouacement
must, spectncally address how it will be eon-
aldered (e.g" to assign a certain number ot
additional points to applicants who offer
coat shar~, or to break ties among applica-
tions with equivalent scoree atter evaluation
aga.1Dstall other factol'll). ITooet eharlng will
not be coDB1deredin the evaluation, the an-
nouncement ehould say so, eo that there is
no amb1gn1ty for potential applicants. Vague
statements that. cost llha.r1Dg1llencouraged.
without cla.r1f1catlonas to what that means,
are unhelpful to appllcants. It alllo is impor-
tant that the announcement be clear about
any restrictiODflon the typ811ot coat (e.g., in-
kind contributions) that are acceptable as
coat aha.r1ng.
2. Review and Selection Proceu-Required.

Thia eection may vary in the level of detail
provided. The announcement most l18t a.ny
program policy or other factors or elements,
other than merit criteria. that the selecting
offic1almay use in eeleotiDg applications for
Federal awaro (e.g.• geographical dispersion.
program balance. or div8l'll1ty). The Federal
awarding agency may also include other ap-
propriate detaill!. For example, th1a seetion
may indicate who is reepoDfllble tor evalua-
tion against the merit criteria (e.g.•peera ex-
ternal to the Federal awarding agency or
Federal awarding agency personnel) and/or
who makee the fina.l B6lections for Federal
awards. ITthere ls a multi-phase review proc-
ll8S(e.g.• an external panel advlsing internal
Federal awarding agency personnel who
make final recommenda.tions to the deciding
omc1al), the announcement may deacr1bethe
.phaaes. It alJ!omay include: the number of
people on an evaluation panel and how It op-
erates, the way revlew8l'll are selected, re-
viewer qoalificatlODfl,&Ildthe way that eon-
flicts of interest are avolded. With respect to
electronic methods for providing lnforma-
tion about fundiDB opportunltles or a.ccept-
iDB appllcanU' 8ubm1ea1onsof information,
each Federal awarding agency Is reeponB1ble
for compliance with Section 608 of the Reha-
b1l1tation Act of 19'73 (29U.S.C. 794d).
In addition, if the Federa.l awardiDg agency

permits applicants to nom1nate suggested re-
viewers of their applications or euggest those
they feel may be lnapproprlate due to a con-
met of interest. that lnforme.tlon ehould be
included in th1a section.
3. Anticipated An1Wwncement and Federal

Award Dates-Optior.al. Th1e section is in-
tended to provide appllcante with lnfonna-
tton they can use for planning purposea. IT
tbere Is a single appllcatlon deadline fol-
lowed by the simultaneoUB review of all ap-
plications, the Federal awarding agency can
include in thiB section Information about the
a.nticipated dates for announcing or no~-
fyiDg SUCC8SBfula.nd unsucceseful appl1ca.nts

2 CFR Ch. II (H-15 Edition)

a.ndfor having Federal awards in place. If ap-
plicatiODS are received and evaJuated on a
"rolling" basis at different times durtng an
extsnded period, it may be appropriate to
give a.ppllcants an eBtlmate of the time need-
ed to process an application and notify the
appllcant of the Federal a.warding agency'B
decialon.

F. FEDIlR.ALAwAJW ADMINISTRATION
INFo!UUTION

I. Fedc'al Award Notlc_RequiTed. This
sectacn must address what a Ilucceeeful appll-
cant can expect to receive following· selec-
tion. If the Federal awarding agency's prac-
tice Ie to provide a sepa.ra.te notice stating
tha.t a.n a.ppllcation b&8been selected before
it actually ma.kes the Federal e.ward. th18
section would be the place to lndica.te that
the letter ill not an a.uthor1r.ation to begin
performance (to the extent that it allows
charging to Federal awards of pre-award
costs at the non-Federal entity's own risk).
This section ehould indicate that the notice
of Federal award Signed by the grants ot11cer
(or equivalent) 1llthe authorizing document.
and whether it is provided through postal
mall or by electronic means and to whom. It
alllo may addreae the timing, form, and con-
tent of notlficatione to UDlluccellllfUlappli-
cants. See &leo 1200.210 Information con-
tatned in a Federal award.
2. AdmlniBtTatitle and National PollCli Re-

quirements-Requtred. Th1e section must iden-
tify the usual a.dmin1etr&tlve and na~ona.l
pollcy requirements the Federal awarding
agency's Federal awarda ma;y include. Pro-
viding this information leU a potential ap-
plicant identify a.ny requirements with
which it would have cWliculty complying if
Its application is BUcceesful.In those cases,
early notlfica.tion about the requiremenU al-
lows the potential applicant to decide not to
apply or to take needed actions before re-
ceiving the Federal •.ward. The announce-
ment nllfld not include all of the terms and
conditions of the Federal award. but may
refer to a document (with information about
how to obtain it) or Internet alte where ap-
plicants can see the terms and conditiOns. If
this tanding opportunity wW lead to FederaJ
awards with aome spec1al terme and condi-
tions that differ from the Federal award1Dg
agency's ueual (sometimes called "gen8l'&1")
terms and conditions. this Beetion ehould
highlight thoee apec1al terms and conditions.
Doing 80 will alert applicants that have re-
oelved Federal awards from the Federal
a.warding agency previou&ly and might not
otherwise expect di1Ill1'8Dtterms and condi-
tions. For the same reason, the announce-
ment should inform potential applicants
about special requirements that could apply
to particular Federal awards after the review
of applicatiOnS and other lnformatlon, baSed
on the particular ctrcumetanoes ot the effort
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to be supported (e.g., if huma.n subjects were
to be iDvolved or if Ilome situ&tiow; may jus-
tify spec1a1 terms on Intellectual property,
data sharlng or securtty requJrements).
J. ReJ>orti1l9-RequiTed. This section must

iDolude general information about the type
(e.g., C1nanc1alor performance), frequency,
and means of submillllion (paper or elec-
tronic) of poet-Federal award reporting re-
quirements. Hlghllght any special reporting
requirements for Federal awards under this
funding opportunity that differ (e.g., by re-
port type, frequency, forinJrormat, or clr-
cumetances for Ull8) from what the Feder&!
awarding agency's Feder&! awards usually
require.

G. FEDERAL AWARDING AGENCY COI>'TACT(S}-
RJ:QUlR.ItD

The announcement must givs potential ap-
plicants a p01nt(s) of contact for &D8werlng
questions or helplDg With problems wbIle the
funding opportunity 1s open. The Intent of
this requirement 1s to be lUI helpful as po&-
s1ble to potential a.ppl1cants, so the Feder&!
awarding acency should constder s.ppros.ches
such a.sg1vlng:
'1. Points of contact who may be reached 1n
multiple waye (e.g.• by telepbone, FAX, and!
or email.lI.Ilwella.s 1'BIrIIlarmail).
11.A fs.x or ernUl address that multiple

people &cCB88,so that someone will respond
even if others us unexpectedly absent dur-
Ing critic&! periods.
111.Different contacts for dtstmct k1nds of

help (e.g., one for questions of progra.mma.tlc
content and a second for adm1n1strat1ve
questions).

H. 01'll:BR DiFORHA'1'ION-OPTIONAL

This section may 1nclude any a.ddltional
1D!ormatlon that w111assist a potent1s.1 ap-
plicant. For example, the section might:
i. Indicate whether this is a new program

or a one-time 1zi1t1s.tive.
Ii. Mention rela.ted programs or other up-

coming or ongoing Federal awardlDg agency
funding opportunities ror similar activities.
iii. Include current Internet addresses for

Federal awarding agency Web sites that may
be useful to an applicant In understanding
the progrs.m.
iv. Alert applicants to the need to Identify

proprietary 1nforma.tlon and iDform them
about the way the Feder&! awardiDg agency
will handle It.
v. Include certain routine notices to appli-

cants (e.g., ths.t the Federal Government is
not obligated to make any Federal awa.rd a.s
a. result of the announcement or tbs.t only
grants omcers can b1nd the Federal Govern-
ment to the expenditure of funds).

PI. 200, App, "

APPENDIXII TO PART 200-c0NTRACT
PROVISIONS FOR NON-FEDERAL ENTI-
TY CONTRACTS UNDER FEDERAL
AWARDS

In addition to other prov1sloDllrequired by
the Federal agency or non-Federal entity, all
contracts made by the non-Federal entity
under the Federal aws.rd must contatn provi-
sions covering the followlDg, a.sapplicable.
(A) Contracts for more than the simplified

acquiBition threshold currently set at
Sl60,ooo, wh1ch 18 the tnnatlon adjU8ted
amount determined by the Civilian Agency
Aoqu1s1tlon COuncil and the Defense Acquisi-
tion Regulations Council (CoUDclle) a.s au-
thorlzed by 41 U.S.C. 1908,must a.ddreBsa.d-
m1zi1stratlve, contractual. or legal remedies
1n 1nBtances where contractors violate or
breach contract terms, and provide for snoh
sanetaons and penalties as appropriate.
(B) All contmcts in excess of $10,000must

addreu termtna.tlon for c&U8B and for con-
venience by the non-Feder&! entity iDcludlllg
the manner by which it Will be effeoted and
the bs.sIafor settlement.
(C) Equal Employment Opportunity. Ex-

cept as otherwise provided under 41 CFR
Part 50, a.ll contracts that meet the dsC1nl-
tion of "federally s.eslsted constrnctlon con-
tra.ct" 1n41CFR Part 6G-l.3must Include the
equal opportunity clause provided under 41
CPR 6G-l.4(b), In accordanoe with Executive
Order 11246, "Equal Employment Oppor-
tunity" (30 FR 12319,12935,a CFR Part, 1964-
lll65Comp., p. 339),&8 amended by Elteclltive
Order 11376, "Amending Executive Order
11246Relating to Equal Employment Oppor-
tunity," and implementing regulations a.t tl
CPR pa.rt 60, "Office of Feder&! Contract
Complia.nce J>rogra.m.a,Equal Bmployment
Opportunity, Department or Labor."

CD) DaviS-Bacon Aot, a.s amended (40l:.S.C.
31tl-3148).When required by Federal program
legislation, all prime construotlon contracts
in mcese of $2,000a.wa.rded by non-Feder&!
entities must include a proviBion for compli-
ance with the Davis-Bacon Act (40 U.S.C.
3141-3144,and 3146-3148)a.s supplemented by
Depa.rtment of Labor regulations (29 CFR
Part 6. "Labor Standards Provisions Appli-
cable to Contracts Coverlng Federa.lly Fl-
ns.nced and Au1sted COnstruction"). In ac-
cordance with the statute, contractors must
be reqUIred to pay wages to laborers and me-
chanics at s. rate not less than the prevall1ng
W'&lresspecl1led In a ws.ge determination
made by the Secretary of Labor. In a.ddltlon,
contractors muat be required to pay wages
not leu than once a week. The non-Federal
entity must place a copy of the current pre-
valling wage determination luued by the De-
partment of Labor in eacb sol1cltation. Tbe
deoision to a.ward a contract or subcontract
muet be conditioned upon the a.oceptance of
the wage determination. The non-Federal en-
tity must report a.ll suspected or reported
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violations to the Federal &warding agency.
The contraete must, also include •. provision
Cor compl1a.Jloewith the CopellUld "Anti-
Kickba.ck" Act (40 U.S.C. 3145), all supple-
mented by Department of La.bor regul&tions
(29 CFR Part 9. "Contr&ctol"ll lUld Sub-
contr&otol"Bon Public Building or Public
Work J'1ne.ncedin Whole or in Part by LO&n8
or GrlUltafrom the United StAtes"). The Act
providB8 t.b&t ea.ch oontr&ctor or sub-
recipient must be prohibited from inducing,
by &ny meane, &ny person employed in the
construction, completion, or repair of public
work. to ~ve up ~y p&rt of the compenB&-
tion to which he or abe is otherwlse entitled.
The non-Federal entit.y muat report all BUB-
pected or reported viol&tions to the Fedenl
awa.rding agency.
(E) Cont.r&ct Work Hours and 8a!ety

St&ndllrde Aot (40 U_S.C. 3'101-37(8).Where
&pplic&ble,all contrscta awarded by the non-
Federal entity in excess of $100,000that in-
volve the employment of mechanics or labor-
ere must include a provision for compliance
with 40U.S.C. 3702and S'104, all Bupplemented
by Department of La.bor regul&tlons (29CFR
Part 5). Under 40 U_S.O.8702 of the Act, each
contr&ctor must be required to compute the
wages of every mecha.nic a.nd l&borer on the
ba.s1Bof a staJl4a.rd work week of 40 hours.
Work in eXCBBBof the standard work week 18
perml88ible provided that the worker is com-
peDll&tedat a ra.te of not IllBllthlUl one and a
half times the basic rate of P&yfor all hours
worked in eaceea of 40 hours in the work
week. The requirements oC 40 U.S.C. 3'104 are
applicable to construotion work and provide
that no laborer or mecha.nic muet be re-
quired to work in eurroundinfl'S or under
working conditdone whiob are UDll&Jlitary.
huardous or cl.&Dgeroue.Theae requirements
do not. applY to the pur~ of euppIle8 or
materlalB or articles ord1nar1ly ava1lable on
the open market, or oontracts for transpor-
tation or tra.nsm1saion of intelligence.
(F) Rights to Inventions MAde Under a

Oontr&ct or Agreement. II the Federal award
meets the def1n1tion of "f1md1ngagreement"
under 37 CFR 140l.l1(a) and the reo1plent or
Bubrecipient wiehes to enter into a contract
with a lUI1allbuBine88firm or nonprollt orga-
nizatlon regarding the eubstitution of par-
ties, asBignment or performa.nce of expert-
ment.&l. developmental, or reeearcll work
under that "funding agreement," the recipi-
ent or Bubrecipient must comply with the re-
quirements of 87CFR Part 401."RIghts to In-
ventions Made by Nonprofit Orga.n1zatlO~
and Small Business FirJD1l Under Govern-
ment Granta, Oontracts and Cooperative
Agreements," and any lmplementiDi' regula.-
tions issued by the II,wardingagency.
(G)Clean Air Act (42U.S.C. 7401-7671q.)and

the Federal Water pollution Control Act (33
U.S.C. 1251-1887),a.s amended-Contracts and
subgrants of amounts in eXcBBBof $150,000
must contain a provision that requires the

2 CFRCh. II (1-1-16 Ecltlon)

non-Federal award to agree to comply with
all applle&ble ste.nda.rd8, orders or regula-
tions lBBuedpursuant to the Clean Alr Act
(42 U.S.C. 7fOl-7671q)lUld the Federal Water
pollution Control Act &8 amended (33 U.S.C.
1251-188'1).Viol&tlons must be reported to the
Federal awarding agency and the Regional
Office of the EnvironmentAl Protection
Agency (EPA).
(H) Debarment and Suspension (Executive

Ordere 12549and 12689)-A contl"ll.Ct award
(eee 2 crn 180.220)must not be made to par-
tiee l1sted on the governmentwide exc1Ul!ioDll
in the System for Award ManlIgement
(BAM), in accordance with the OMB gn1d&-
lines at 2 crn 180that lmplemaut Executive
Ordere 12549(3 CFR p&rt 1986Comp., p. 189)
and 12689 (3 CFR part 1989 Comp., p. 235),
"Debarment and Suspeneion." SAM Exclu-
sions contains the names of parties debarred,
BUllP8nded,or otherwiee exoluded by agen-
ciee, ae well as parties declared inel1g1ble
under stAtutory or regulatory authority
other the.n Executive Order 12549.en Byrd Anti-Lobbying Amendment (81
U.S.C. 1352)-Contractore that apply or bid
for an award exceeding $100,000must 111ethe
require4 certi11cation. Each tier certifies to
the tier above that it w111not and hae not
used Federal appropriated funds to pay any
pereon or organization Corinfluencing or at-
tempting to 1n11uenCBan oflicer or employee
of any agency, II,member oC Congrees, oMcer
or employee of Oongress, or an employee oC a
member of COngrells in connection with ob-
taining any Federal contract, grant or any
other award covered by 31 U.S.C. 1S52.Each
tier must aleo dlecloee any lobbying with
non-Federal fundo that takes place in con-
nection with obtaining &ny Federal awa.rd.
Suob dieclosuree are Corwarded from tier to
Mer up to the non-Federal award.
(J) See §:KlOJ122 Procurement or recovered

materials.
['1ll FR 78608,Dec. 26, 2018,as amended at 79
FR '15888, Dec. 19, 2014]

ApPENDIX m TO PART 200-INDIRECT
(F&A) COSTS IDENTIFICATION AND
ASSIGNMENT,ANDRATE DETERMINA-
TION FOR INSTl'I'\JTIONS OF HIGHER
EDUCATION (IREs)

A.GENERAl.
Th18 appendix provides criteria for Identi-

fYing lUld computing indirect (or indirect
(FatA» rates at IHEa (institutions). Ind1rect
(F&A) coats are thOl!e that are incurred Cor
common or jolnt objectives a.nd therefore
cannot be identlned rea.dily lUldapecifically
with a particular sponsored project, an in-
structional activity, or any other institu-
tional activity. See 8ubsection B.1, Defini-
tion of FacUit1ee and Adm1n1stration, for •.
diacu811ion of the componaute of indirect
(FatA) coste.
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1. Major FuncUom of an InsUtution

Refers to 1D8trnCtlOD,org8.Il1zedresearch,
other sponsored actiVities and other 1IIstltu-
tiona) activities as defined 1IIth1Bsectacn:
a.. Instructlem means the tea.chJDg and

tra.1niDgactivities of an Institution. Except
for research t.ralII.1ngas provided 1II sub-
eectton b, th1Bterm lIIcludes &IlteachUig and
tra.1n1IIgactivities, whether they are o11"ered
for credits toward A degree or certil1cate or
on a non-cred.lt basle, and whether they are
o11"eredthrough regula.r academic depart-
mente or separate divisions, such 8.8a sum-
mer school div1810Dor an extelJ8ion divieion.
Also considered part of thie major functioD
are departmental reeearch. and, where
agreed to, 11ll1versity1'IllI8a.rch.
(1) Sp07\3oredinstruction and tTaining means

specmc lIIstructlonal or tra1n.LDgactivity es-
t&bliehed by grant, CODtract,or cooperative
agreem8IIt. For purposes of the cost pr1II-
clples, this actiVity mAY be considered a
major fUnctlon even though an Instltution's
accountiJlg treatment may iIIClude It 1IIthe
instructlon f11IIction.

(2) Departmental reseorct: means research,
development and scholarly activities that
are not organized research and, con-
sequently, are Dot separa.tely budgeted and
accounted for. Departmental 1'88earch, for
purposes of this document, le not considered
as a major funotden, but as a part of the in-
struction runctdon of the lIIstitution.
(3) Only mandatory cost sharing or cost

sharing speclllc&lly committed in the project
budget must be lIIcluded In the orga.n1zedre-
search baae for computing the indirect (F&A)
COIltrs.te or re1lected 1IIAIIYallOcatlODof 1II-
direct coste. 8ala.ry costs above Bt&tutory
l1m1teare not considered cost sharing.
b. Organiud research means all research

and development actlv1tles of an lnetltutlon
that are separately budgeted and accounted
for. It Includes:

(1) Sprmsored research means all research
and development activities that are spon-
sored by Federal a.nd non-J'ederal agencies
and organ1zatloJlB.ThIs term inCludes activi-
ties involVing the tra1n.LDgof Indivlduale in
research techniques (oommonly caUed re-
search training) where such activltles utilize
the sa.me facilities as other reIlearch and de-
velopment activities and where such a.ct1v1-
tiell are not included in the instruction func-
tion.

(2) Univer8lty rereaTch means all research
and development activities that are sepa·
ra.tely budgeted and accounted for by the in-
stitution under an internal appllcatlon of in-
stitutional funds. University research, for
purposes of thiB document, must be com-
biDed with sPOlJ8ored reaearch under the
f11IIctlonof organized research.
c. Other ",cmsored activities means progr&m.B

and projects flnanced by Federal and non-
Federal agencies and organizations which 1II-

Pt. 200, App. III

volve the performance of work other than m-
struction and organized researca. Examples
of Buch progr&m8 and projects a.re health
service projects and community service pro-
gr&IJl8.However, when a.ny of these activities
a.re undertak8II by the institution without
outBide support, they may be claBBtned as
other instltutlonal act! VitieB.
d. Other lnstitllUOnal acUviUe8 meane aU ao-

tivlties of an Instltutlon except Corinstruc-
tion, departmental research, organized reo
search, and other sponsored act.ivlties, &8 de-
fined in thie section; indlreot (F~) cost so-
tiVities Identi11ed 1II th1e Appendix p&1'a-
graph B, Ident11lcation and &881gnmentof In-
direct (F&A) coats; and spec1aJ.UedservlC88
facWtlee described in 1200.468 Specialized
service facilities of this Part.
Examples of other inBtitutional act.ivlties

Include operation of reBldence halls. dining
halls, hospitals and olinics, student aDlons,
lIItercolleg1ate athletiCl!, boobtoree, faculty
hOUSing,student apartments, guest houses,
chapels, theaters, public museums, and other
aim1lar aaxillary enterprises. ThIs de1lnltlon
also lIIc)udll8any other categories of activi-
ties, costs of which a.re "una.Uowa.ble" to
Federal awarde, UIlleBBotherwise lIIdicated
In an award.

2. Oriterta for Dtatribution

a. BlUe period. A base period for distribu-
tion of indirect (F&A) costs le the period
during which the costs are Incurred. The
base period normally should oolIlclde with
the fiscal year est&bllebed by the inBtitution,
but 1IIany event the baBeperiod should be so
selected as to avoid inequities In the dle-
tr1batlon or costs.
b. Need fOT coat groupjngs. The overall ob-

jective of the Indirect (F&A) coat allocation
proceaa is to dietrlbute the indirect (F&A)
costs described. in SectIOn B, Identi11catlon
and ass1gnment of Indirect <F&A) costs, to
the major functions of the inBtltution in pr0-
portions reasonably oonstetent, with the na-
ture and extent of their \lS8 of the 1nBt1tu-
tion's resources. In order to achieve thlll ob-
jective, It may be ne08111l8.l'Yto provide for
&!electivedlBtrlbution by establ1sh1ng sepa-
rate groupings or cost within one or more of
the indireot (F&A) cost categol1ee referred
to 1IIsubsection B.l, Deflnition of F&cllities
and Administration. In gene1'al, the cost
groupings eBt&bllBhed within a category
should cozetrtute, in each case, a pool of
those Items of ezpeI188that a.re considered to
be of like nature in terms of the1r rell.tive
contribution to (or degTeB of remoteneBB
from) the particular cost objectlves to which
dietrlblltion 18 appropriate. Cost groupings
should be establ1shed considering the general
guides provided in subeection c of this sec-
uon, Each such pool or COBtgrouping sbould
then be distributed individually to the re-
lated cost objeotives, using the distribution
be.ae or method most appropriate in ligbt of
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the guidelines Bet forth In Bubsection d of
this section.
c. General comideTatlon. on cost gT01I.ping•.

The eIteDt to wbich eepa.rate coat grouplngs
and selective d1Bt.rlbutlon would be appro-
priate at an institution is a matter of judg-
ment to be determined on a ClUle-by-c&lle
ba.8ls.Typ10al llltuAtions which may warrant
the establ.lllbment of two or more separate
cost groupings (be.aed on account claell1flca-
tion or analy&IB)within an lndlrect (F&A)
cost category lnolude but are not limited to
the following:
(1) If certain items or categories of expense

relate solely to one of the major functions of
the lnstltution or to laes tha.n all functions,
sucb expen!lellMould be set aal.de&8a sepa-
rate cost grouping for direct &8ll1gnmentor
selective allooatlon In accordance with the
guides provided in IUbsect10DSb and d.
(2) If &DY type8 of expense ord1narily treat-

ed ae general adm1D1Btratlon or depe.rt-
mental admIn1lltration are charged to Fed-
eral awarde &8 direct costs, expenees applica-
ble to other activities of the iDBtitutlon
when Incurred for the same pUrpOBB8in like
circumstances must, through separate Q08t
groupings. be excluded fl'om the lndlrect
(F&A) oosts allocable to those Federal
awards and included in the direct cost of
other activities for cost allocation purposes.
(3) If It Is determined that certain upenees

a.re for tbe support of a service unit or facil-
ity whOlleoutput Is 8l18Ceptibieof measure-
ment on •. workload or other quantitative
basis. such expenees should be set aside 1.8 a
separate coat grouping for diatrlbution on
lluch ba.als to organbed research. lnstruc-
tional, and other activities at the institution
or within the department.
(4) If activities provide their own pur-

ch&81ng,personnel adm1nlst.ration, building
maintenance or 61m1larservice, the di8tr1bu-
tlon of general adm1n1stration a.nd general
expenaes, or operation and malntena.nce ex-
pensee to such activities should be aecom-
pl1ehed througb cost group!.ngs wbich Include
only that portion of central lndirect (F&A)
coats (sucb &8 for overall ma.na.gement)
wbich are properly allocable to sucb activi-
ties.
(5) If the inetltutlon elects to treat fringe

bensftts &8 indirect (F&A) charges, such
coats should be set aside 1.8 a aeparate coat
grouping for selective diatribution to related
coat objectives.
(6) The number of separate cost groupings

within a categOry sbould be held wltb1n
practical limite, after taldng into conslder-
a.tlon the materiality of the amounts In-
volved and the degree of precision attaiDable
througb less selective methode of distribu-
tion.
d, Seleotlon of d1Btrlbution metbod.
(1) Actual conditions must be taken Into

account In selecting the method or base to
be used in di8tr1butlng lndlvldual cost

2 CFR en, II (H-15 Edition)

groupings. The essential consideration in se-
lecting a base Is thr.t it be the one best suit-
ed for 1.8ll1gningthe pool of costs to cost 0b-
jootlvee in accordance with benel1ts derived;
with a traceable cause-and-effect relation-
eh1p; or with logic and reaeon, where nBlther
benefit nor a C&U8&-a.nd-effectrelationllh1p Is
determinable.
(2) If a cost grouping C&Ilbe identified di-

reotly with the cost pbjectlve benefitted, It
should be l8IIigned to that cost objective.
(9) If the expenaes In a cost grouping are

more general in DAture, the d1atrIbution may
be band on a COIItanalysle study wbich re-
Bults In an equitable distribution of the
costs. Such coat analys1B studl88 may take
Into consideration weigbtlng factors, popu-
lation, or space occupied If appropriate. Coat
analysis studies, bowever, must (a) be appro-
priately documented In sufficient detail for
subsequent review by the cognizant agency
for indirect coste, (b) d1IStrlbute the costs to
the related COBtobjectives In accordance
with the relative benefits derived, (c) be sta-
tistically sound, (d) be perfonned speclftcally
at the lnlltlt.utlon at wbicb the resulte are to
bs used, and (e) be reviewed periodically, but
not 1_ frequentJy than rate negotia.t1ons.
updated If neceesary, and used consistently.
~ IUl8UDlptionsmade In tbe study mast be
stated and explained. The use of coat anal-
pis studies and periodic changes in the
method of cost diatrlbution must be fully
justified.
(4) If a. cost analy61s study 1B not per-

fonned, or If the study does not result in an
equitable distribution of the ccets. the dis-
tribution must be made In accordance with
the appropriate base cited In Section B, Iden-
tu'lcatlon a.nelasalBIUDentof lndirect. (F&A)
costa, unlese one of the following conditions
is met:
(a) It can be demonatrr.ted that the use of

a d11Terentbase would result In a more equi-
table allocation of the ccets. or that a more
readily available ba.aewould not increase the
costs charged to Federal awards, or
(b) The institution Q.uaUftBsfor, and elects

to use, the s1mpllfled method tor computing
Indirect (F&A) ooat ratee described in Sec-
tion D, Simplified method for smal l InBtitu-
tiOIlll.
(5) Notwlthsta.ndlng subsection (9), effec-

tive July 1, 1998, r. coat analyals or base other
than that in Section B must not be used to
distribute utll1ty or student services coste.
In8t.ead, subsections B.4.c Operation a.nd
maintenance expenses, may be used In the
recovery of utility oosts.
e. Order of distributIon.
(1) Indirect (F&A) oosts are the broad cat-

egorise of costs 'd1Bc1188edIn Section B.l,
Definitions of Facilities and Administration
(2) DepreCiation, interest exp8Dllell, oper-

aUon a.ndmaintenance expenses, a.nd general
administrative and general expenses should
be allocated in that order to tbe remaining
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Indirect (F&A) coet categories 88 well aa to
the major funotlons and speo1&l1zedservice
facil1t1es of the lnstItution. Other cost cat-
egories may be allocated In the order deter-
mined to be moat appropriate by the institu-
tions. When or08Ballocation of costs is made
&.8 provided in subsection (3), this order of al·
location does not apply.
(3) Normally an indirect (F&A) cost cat-

egory will be considered closed once it bas
been allocated to other 00Bt objectives, and
costa may not be Bub6equently allocated to
it. However, a C1'OBBallocation of COBtsbe-
tween two or more indireot (F&A) cost oat-
egories may be U88d tr sucb alloca.tlon will
rtlIlult In a more equitable allocation of
com. If a Cl"088allocation is used, an appro-
priate mod111catlon to the composition of
the indirect (F&A) cost categories described
in Bection B IBrequired.

B.IDENTlJI"lCATION Al'o"I) AS5IGNMENT OF
INDIB.ECT (F&A)COSTS

1. Definititm of Facilities and Administration

Bee 1200.414 Indirect (FckA) oosts which
provides the ba8iB for theee indirect cost re-
quirements.

2. DepreciatIon

a. The expenses under this heading are the
portion of tbe costa of the institution's
buildings, capital 1mprovements to land and
buildings, and equipment which are oom-
puted In accorda.nce with 1200.436 Deprecia-
tion.
b. In the absence of the alternatives pro-

vided for in Section A.2.d, Selection of dis-
tribution method, the ezp8Jll186Included in
this category must be allocated In the fol-
lowingma.nner:
(1) Depreciation on buildings used e:II:clu-

HIvely in the conduct of a single function,
and on capital improvements and equipment
used 1n sucb buildings, must be assigned to
that function.
(2)Depreciation on bul1d1ngsused for more

tha.n one fIln<ltlon, and on capital improve-
ments and equipment used in sucb buiId1ngs,
must be allocated to the individual funotlons
performed in each building on the ba.siBof
u.aable square feet of space, exoluding com-
mon areas sucb a.a ha.l1ways, stairwells, and
reetrooms.
(3) Deprecation on buildings, capital im-

provements and equipment rela.ted to space
(e.g., ind1v1dual roome, la.boratorles) used
Jointly by more than one function (as deter-
mined by the users of the space) must be
treated 88 follows. The cost of ea.ch Jointly
used un1t of apace must be allocated to bene-
nttlng functlone on the basis of:
(a) The employee run-tame equivalents

(FTBs) or salaries and wa.ges of those indi-
vidual functions benefitting from the use of
that space; or
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(b) Institution-wide employee FTEs or sal-
aries and wa.gesappl1cable to the benefitting
major functions (see Section A.1) of the in-
stitution.
(4) Depreciation on certain capital im-

provements to land, such 88 paved parking
area.s, fenoes, lI1dewalks,and the like, not in-
cluded in the cost of buildingS, must be allo-
cated to user categories of students and em-
ployees on a full-time equivalent buill. The
amount allocated to the student category
must be ll8Illgnedto the instruction function
of the institution. The amount allocated to
the employee category muet be rurt.her allo-
oa.ted to the major functions of the institu-
tion in proportion to the salaries and wages
of all employees a.pplicable to those func-
tions.

3.Interut

Interest on debt associated with certain
buildings, equ1pment and capital improve-
ments, as defined in 5200.449 Interest, must
be classified as an expenditure under the cat-
egory Fa.c1l2ties.Theee coste must be allo-
cated in the same mannar as the deprec1a-
tion on the buildings, equipment and capital
Improvements to whIch the interest relates.

4. Operation and MaJlItenance Ezpenses

a. The ez:peIll!B.l!under th1!l heading are
those that ha.vebeen incurred for the admin-
istration.. superviaion, operation, mainte-
nance, preservation, and protection of the in-
stitution's physical plant. They include ex-
penses normally incurred for such items as
ja.n1toral and utility services; repairs and
ord1n&ryor normal alterations of buildings,
furnlture and equJpment; care or grounds;
ma.intenanoe and operation of buildings and
other plant facilities; secur1ty; earthQ.uake
and diBaeterpre~~_; env1ro~ental
aa!ety; ha.zardous waste dispoeal; property,
liability and all other insurance rela.t1ng to
property; space and capital lea.e1ng; fac1l1ty
planning and management; and central re-
ceiving. The operation and maintenance ex-
pense ca.tegory Mould also include ite allo-
cable share of fringe benefit costs, deprecia-
tion. and interest coets.
b. In the absence of the alternatlveE pro-

vided for in Bection A.2.d, the expenses in-
cluded In this category must be a.llocated in
the llAIDemanner as described in subsection
2.b for depreciation.
c. A utility coet adjustment of up to 1.3

percentage points may be included in tbe ne-
gotiated indirect coet rate of the IHE for or-
ga.ntzedresearch, per the computation a.lter-
natives in paragraphs (e)(l) a.nd (2) of thie
sectlon:
(1)Where epe.ceis devoted to a atngle func-

tion and metering allows unambtguoua meas-
urement of uea.gerela.ted to that space, costs
must be assigned to the function located in
that space.
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(2) Where spa.ce IS allOCAtedto different
fuDctions and meteriJIg does not allow unam-
biguous meaaurement of usage by fDDCtion.
COllUmut be allocated as follows:
(1)Util1ties coste flhould be apportioned to

functions in the same manner as deprecia-
tion, based on the calculated difference be-
tween the Bite or building actual square toot-
~e tor monitored research laboratory space
(elte, building. floor, or room). and a sepa-
rate calculation prepared by the IHE IlII1ng
the "effective square footage" described In
subsection (c)(2)(11)or this section.
(11)"E1Jective square footage" allocated to

research laboratory space must be calculated
as the actual square footage times the rel-
ative energy ut.ll1Z&tionindex (REUI) posted
on the OMBWeb Bite at the time of a rate
determlnation.
A. This lndex Is the ratio of a laboratory

energy use lndex (lab EUI) to the cor-
responding lndex Coroverall av~e college
or univerelty apace (college EUI).
B. In July 2012. values for these two indices

(taken respectively from the Lawrence
Berkeley Laboratory "Labe Corthe 21st Cen-
tury" benchmarkiDg toel http://
/abs21 benchma7klJl9.lbZ./lovICompareData.JlhJl
and the U8 Department oC Energy "Build-
ings Energy Databook" and http://
buildingBdatabook.eren.doe.goVICBECS.asp:t)
were 310 kBtul8q ft-YJ'.and 155 kBtulsq ft-yr .•
BO that the adjustmllIlt ratio IS 2.0 by this
methodology. To retaln currency, OMBwill
adjust the Em numbers from time to urne
(no more often than annually nor less often
than every 5 years), ualng rellable and pub-
llcly disclosed data. Current valuell of both
the EUIs aDd the REUI will be posted on the
OMBWebsite.

5. Ge7leTal Administration and General E:rpen3es

a. The expenses under thlB heading are
thoee that have been lncurred tor the general
e~ecutlve and a.dm1nlBtrative offices oC edu-
cational lnstltutlons and other expenses oC a
general character which do not rel&te solely
to any major function or the lnstltution; t.e.,
solely to (1) lnstruction, (2) Ol'8'anlsed re-
seareb, (3) other apoD80red activities. or (4)
other institutional activities. The general
admlni8tration and general expanse category
should •.leo include its allocable flha.re of
tnnge beneflt costs, operation and malnte-
na.nce expense, depreciation, and Interest
costs. Examples of general •.dm1nlBtration
and gener&1expenBelllnclude: those expenses
lnourred by admlnistrative omcee that serve
the entire university syetem of which the in-
stitution IS a part; central offices of the in-
stitution such as the PreBident'e or
Chancellor's omce, the omces for Insutu-
tlon-wide financial management, busineas
services, budget and plannlng, pereonnel
management, and safety and risk JII&Il&€e-
ment; the office of the General Oounsel; and
the operattons of the central administrative

2 CFRen II (1-1-15 Edition)

management information systems. General
admlIllstratlon and general expenses must
not lnclude expenses lncurred wlthln Don-
university-wide de&Il8'oMoes, academio de-
pe..rtments. organized research unll.8, or 8lml-
lar organiza.tional units. (Bee eubeect.1on6,
Departmental adminIStration expanses.)
b. In tbe •.beence of the alterna.tlve8 pro-

vided for in Seotion A,2.d, the 8Jql8DBSS In-
cluded In this category must bs grouped first
acoording to common major functloDBor the
lnat1tution to whlch they render services or
provide benetlts. The ~gregate expenses or
each group must thSll be allocated to serv-
iced or benetltted functions on the modified
total coo bUlla. Mod1fted total costs oonBlst
of the same elements as th08e In Section C.2.
When an activity lncluded in this indirect
(F&A) cost category provides a service or
product to another lnstitution or organiza-
tion, an appropriate adjustment must be
made to either the expen8e&or the bas18 or
allocation or both, to assure a proper alloca-
tion of costs.

6. Departmental AdmlnistTatio1l Ezpenses

a. Tbe expenses under this heading are
those that ave been lncurrad ror adminis-
trative and supporting services that benefit
common or joint departmental activities or
objectives In academic deana' omcee, aca.-
demic depa.rtments and divlB1ons.and orga-
nized research units. Organized research
units include such units as lnstitutes. study
centers, and resea.rch centere. Departmental
adminIStration expenses are 8ubject to the
follow1n8'llmltatione.
(1) Academic de&Il8' offices. Salaries •.nd

operatlng expeneea are l1mited to those at-
tributable to administrative functions.
(2) Academic departments:
(a) B&1a.r1eeand tnnge benefits •.ttrlb-

utable to the adm1nistratlve work (including
bid and proposal preparation) or faCulty (in-
cluding department heads) and other profee-
Blonal personnel conduoting reaea.roh and/or
lnstruction, must be allowed at a rate of 8.6
percent of modifled total direct costs. This
category does not lnclude proteeslonal bust-
nees or profeas1onal administrative omcers.
This allowance must be added to the com-
putation of the lndirect (F&A) oost rate for
major tunctions In Bectlon C, Determination
and application of lndirect (FokA)oost rate
Dr rates; the expe_ covered by the &1low-
anoe must be exoluded from the depart-
mental admlniBtration cost pool. No docu-
mentation is required to support this &11ow-
ance.
(b) Other admlniBtrative and supporting

expenaes lncurred withln ac&demic depart-
ments are allowable provided they are treILt-
ed conelBtently in like circumstances. This
would Include expen&es such as the salaries
of secretarial and clerical stafrs, the salaries
of administrative omcara and assistants,

202

A11 ACHMENT ----.£.-....-
PAGE .._~~ ... OF ._.~~IQ--PAGES



OMB Guidance

t.ravel. oMce suppUes. stockrooms. a.nd the
like.
(3) Other friDge bBDefit.cost!; applicable to

the salaries llIId wagel! included in BUb-
eect.lollB(1) a.nd (2) &re allowable. &8 well &8

an appropriate share or general admlwst.r&-
non and general expenses. operation and
maintenance sxpen.&es.and deprecation.
(4) Federal agencias may authorize reim-

bursement, of additiona.l costa tor department
.heads and (aculty only in exceptiona.!. cases
wbere an Institution can demOlll!t.r&teundue
h&rdllhlp or detriment to project perform-
ance. .
b. The following guidelines apply to the de-

termination of departmental adm1n1st.r&tive
coste 88 direot or indirect. (F&tA)costa.
(1) In developlng the departmental admin-

1Stration cost pool. special care should be ex-
erclaed to elIllurBthat coeta incurred Cor the
same purpose in like clrcumatancas are
treated cons1Stently all either direct or indi-
rect. (F&tA)costs. Jl'or example. aalarlas of
teabnic&l staff. laboratory supplies (e.g.•
chemicals). telephone toll charges. aD1mals,
animal care costs, computer coste, t.r&vel
costs. and spec1&lBed shop costa must be
treated &8 direct costs wherever identifiable
to a partioular cost objective. Direct cbarg-
iDg of these costa may be aocompl1shed
t.hrougb specifiC Ident.1t'lcation of tndividuaJ.
costa to bBDefittiDg cost objectives, or
througb recharge centers or specialized serv-
Ice fa.c1l1tiee,as appropriate under the cir-
cumstances. See H200.m Direct COBts,para-
graph (e) and 200.468 Special1Sed service Ca-
c1llties.
(2) Items Buch as oroce suppUes, postage,

loca.l tlliephonil costa. a.ndmemberships must
normally be treated as indireot (F&tA)coste.
c. In the a.beenoe of the alterD&tives pro-

vided for in Beetlon A.2.d, the expen8es in-
cluded in this category must be allocated jU;
tollows:
(1) The admiDiBtrative expenses of the

dea.n's croce of each college a.nd school must
be allocated to the academic deparlments
within that college or school on tbe mod11'1ed
total cost baeiB.
(2) The &dm1n1Strative expenses or each

academic department, and the department's
lIhare of the expenaee allocated in eubeection
(1)must be allocated to the appropriate rune-
tiODll of the department on the modifted
total coat baBls.

7. Sponsored ProjecU Adminisn-ation

a. The expenses under this heading are lim-
Ited to those inourred by a separate orga.n1-
zation(s) established primarily to admln1Bter
sponsored projects. lDoluding such functions
as grant and contract a.dmin1stratlon (Fed-
eral and non-Federal). special security, pur-
cha.s1ng.personnel, administration, and edit-
lDg and pub11BhiDgor rllll8arch and other re-
ports. They Include the salaries a.nd expenses
or the head or eucb organization, asslstaDts,
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and immediate staff, together with the sala-
ries and expenses of personnel enp.ged in
supportiDg activit1811IDAinta.inedby the or-
ganization, such as stock rooms. print shope.
and the like. Th1Scategory also inclndes an
allocable sba.re or fringe benel1t coste, gen-
eral .admin1Stratlon and general expaIlSee.
operation and malDtenance llXpeDllBS.and de-
preciation. Appropria.te adjUlltments will be
made for services provided to other tunctions
or organizations.
b. In the absence of the alterna.tives pro-

vided ror in Seetlon A.2.d, the expensel5 in-
cluded in thllI category mWlt be allocated to
the major functions of the institution under
which the SPOIlSoredprojects are conducted
on the basis or the mod1f1ed total COlltof
sponsored projecte.
c. AD appropriate adjustment must be

made to elimlDate any duplicate oharges to
Federal awarde wben thie category mcrudes
similar or Identical activities as those in-
cluded in the general adm1n1stratlon and
general expanse category or other indirect
(F&Al cost Items, lIuch l01I accounting, pro-
ourement, or personnel adm1n1Stratlon.

8. LibraTJ/ E.tpensel
a. The expenaes under thiB heading are

those that have been incurred ror the oper-
ation or the library. inoludiDg the OOlltof
books and library rnatsr1&ls purchased ror
the library. 1eBl1any items of llbrary income
that Qualify as a.ppllcable credits under
1200.406AppUcable credits. The libra.ry ex-
pense category should al80 include the fringe
benefitll appUcable to the salar1es and wages
lDcluded therein. an appropriate sba.re of
general acI.m1niIltrationa.nd general expense,
operation a.nd maintenance expense, and de-
preciation. Costa lDcurred lD the purcbaeea
of ra.re booD (museum-type books) with no
value to Federal awa.rdll should not be allo-
cated to them.
b. In the a.bsence or the alternatives pro-

vided for lD Section A.:l.d. the expenses in-
cluded in this category must, be allocated
first on the basis of primary categories of
UBers. lDcluding students. profeBllional em-
ployees, and other users.
(1) The lItudent category must cona1Bt of

full-time equivalent studentB enrolled at the
institution, regardless of whether they earn
cred1tBtoward a degree or certificate.
(2) The protflll8ional employee category

must consist of all faculty members and
other profell8ional employees of the inBt1tu-
tion, on a. full-time equivalent basis. This
category may also lDelude POIlt-doctorate
fellows a.ndgraduate awdentB.
(S) The other users category must consist

or a rea.sonable Cactor as determined by lDstl-
tutlonal recorda to a.ocount for all other
users of library lacUitill8.
c. Amount allocated in paragraph b of this

section must be assigned further as follows:
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(1) The amount In the student category
must be B.llBignedto the instruction function
of the institution.

(2) The amount in the prof_lona.! em-
ployee category must be assigned to the
maier functions of the 1nlltitutioD in propor-
tion to the sal&r1esaDd wages of all faculty
members aDd other prof_lonal employees
applicable to th088 functions.

(3) The amOWltin the other users category
must be assigned to the other iDstitutional
activities function of the 1nIItitution. .

9. Student AdmfnlstTation alUi SenJicu

a. The expenaea under this beading are
thoee that bave been incurred for the a.dm1n.
ietratio!l of student affairs and for services
to students, Including expenses of such ac-
tivities as de&llllof students, &dm1ll810DS,reg-
istrar. counseling and placement services,
student advisers, student health and innr-
ma.ry services, catalogs, and commence-
ments and convOcations. The eaJ.a.riee of
members of the academic staff whose respon-
alblHtiee to the institution require adm1nis-
trative work that beneOte sponsored projects
may also be included to the extent that the
portion charged to student a.dm1n1stration Is
deteniuned In accord&nce with Subpart E-
Cost Principles of this Part. Th1B expense
category alllo includes the fringe benefit
costs appl1cable to the sal&r1esand wages In-
cluded therein, an APpropriate sha.re of gen-
eral adm1nietration a.nd general expenses.
operation aDd ma.1ntenance, interest ex-
pense, and depreciat10n.

b. In the absence of the altema.tives pro-
vided for in Section A.2.d, the expenses in
thie CII.tegorymut be allocated to the in-
etruction funct1on, and sub8eQ.uentlyto Fed-
eral awards in that function.

10. Off.et far Indirect (F&A) EzpenAe. Ot1Ler-
wile hcnnded far bll the FederaJ Govern-
ment
a. The Items to be accumulated under this

beading are the reimbursements and other
paymente tram the Federal Government
which are made to the institution to support
solely, speCifically, a.nddirectly, in whole or
in part, any of the administrative or service
activities described In sUbeectlODS2 through
9.

b. The Items in this group must, be treated
a.s a. credit to the affected Individual indirect
(F&A) cost category before that ca.tegory Is
allocated to beneOtt1ng functions.

O. DRTKlUIIIiATIONAND ApPLICATIONOF
INDIRECT(F&A)COSTRATEORRATES

1. Indirect (F&A) Cost Pool!

a. (1) Subject to subsection b, the separate
categories of Indirect (F&A) coate allocated
to each major !unction of the Institution a.s
prescribed In para.gra.ph B 01.this paragraph

2 CFRCh. II (1-1-16 EcItIon)

C.l Ident1fJcat.1oIland B.llBl.gnmentof indirect
(F&A) coste, must be aggregated and treated
a.s a common pool for that function. The
amount In ea.ch pool must be divided by the
dlstr1but.1onbaBedeecr1bedin subsection 2 to
arrive at a single indirect (F&A)cost rate tor
each function.

(2) The rate for eacb function Is used to
distribute Indirect (F&A) oosts to individual
Federal awards of that function. Since a
common pool Is established for each major
function of the instltu\lon, a separate 1nd1-
rect (F&A) cost rate would be established for
ea.chof the major functions described in Sec-
tion A.l under which Federal awards are car-
ried out.

(3) Eacb institution's Indirect (F&A) cost
rate process must be appropriately delll.gned
to ensurs that Federal sponsors do not in
any way Bubeidi£ethe indirect (F&A) coste of
other sponsors, specifically activities spon-
sored by indwstry a.nd forlll.gngovernments.
Aocordingly, each allocation method U88d to
identifY and allocate the indirect (F&A) cost
pools, aa descr1bed in Sections A.2. Criteria
for d1str1bution, &lid B.2 through B.9, must
contain the full amount of the institution's
modifled total costs or other appropriate
unite of measurement used to make the com-
putatlODll. In addition, the fina.J rate dis-
tribution base (u defined In subsection 2) Cor
each maJor function (organized research, in-
struction, etc., as described In Section A.I.
Major functions of an institution) must con-
tain all the programs or activities which utl-
iDe the Indirect (F&A) costs allocated to
that major function. At the time an indirect
(F&A) cost propoea1 is Bubmltted to a cog-
n1za.nt agency for indirect costs, ea.cb insti-
tution must descr1be the proceB8 It uaes to
ensure that Federal funds are not used to
subeid1se industry &lid foreign government
funded programs.

b. In some Instances a 61nglerate ba.s1Blor
use a.croes the board on all work within a
major function at an institution may not be
appropriate. A alngle rate tor researcb, for
sxample. might not take Into account those
different envtronmente1 factors and other
conditione which may affect substantiallY
the indirect (F&A) costs applicable to a par.
ticular segment ol reeea.rch II.t the Institu-
tion. A pa.rticular Begment of research may
be that performed under a single sponsored
agreement or it may conaist of research
under a group of Federal awards performed
in a common environment. The environ-
mental factors are not Umited to the phys-
loal location of the work. Other important
factors are the level of the administrative
BUpportreqllired, the nature of the facllltles
or other resources employed, the Ilc1entific
dlsc1plines or technical Bkills involved, the
organizat1onal arrangements used. or any
combination thereof. If a particular Begment
of a sponsored all1'eement Is performed with-
in an env1ronment which appears to generate
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a significantly di1Ierent level of indirect
(F&A) costs, prov1B1onssbould be made for a
separate indirect (J'&A) coet pool a.pplicable
to auch work. The separate indirect (FkA)
cost pool ahould ba developed dnr1ng the reg-
ular course of the rate determina.t1on process
a.nd the separate indirect (FkA) cost rats re-
sulting therefrom Mould be utntzed; pro-
vided It Ie determined that (1) euch indirect
(F&A) coat ra.te lllffeI'll slgn1f1ca.nlJy from
that which would he.ve been obta.1ned under
subsection a., and (2) the volume of work to
which lIuch rate would apply is material in
relation to other Federal awarde at the 1net1-
tutton.

2. Tlu Distributton Ba.si8

Indirect (F&A) coste muat be distributed to
applicable Federa.l awards and other benefit-
ting act1vit16l1within each major Cunction
(aee section A.I, Ma.jor functiona of a.n 1net1-
tutdon) on the ba.e1sof modUled total direct
costs (MmC), collB1sttng of a.ll aalaries a.nd
wa.ges, fringe benent6, rnater1a.ls a.nd sup-
plies, eervices, trAvel, &lid up to the first
$25,000 of each auba.ward (regardless of the
period covered by the suba.ward). MTDC is
deflned In 1200.68 Mod1f1edTotal Direct Cost
(MTDC).For this P111])08S, &II indirect (FkA)
cost rate should be detenniIled for ea.ch of
the sepa.rate Indirect (J'kA) cost pools devel-
oped pureua.nt to subsection 1. The rate in
each ca.seMould be stated &8 the percentage
which the amount of the partlcula.r Indirect
(F&A) cost pool is of the modIDed total di-
rect coste Ident1fled with such pool.

3. Negotiated Lump Sum lor Indirect (F&.A)
Costs

A negotiated rued amount in lieu of indi-
rect (F&A) costs may be a.pproprlate Corsel!-
conta.lned, oCC-ca.mpus.or pr1ma.rily subcon-
tracted act1vities where the benefits derived
from an 1net1tution'll indirect (F&A) services
cannot, be readUy determined. Such nego-
tia ted Indirect (FkA) coats will be treated 8B

an ofIllet before alloca.tion to 1nIltructton, or-
ga.n1zedreeearch, other sponsored activitieB,
a.nd other instttutiona.l activities. The ba.se
on which Iluch remalnlnlr expenses are allo-
cated should be appropriately adjusted.

4. Predetermined Rates lor Indirect (P&.A) cost»
Public Law 8'1...Q8 (16 Stat. 437)&8 amended

(U U.S.C. 4708) authorises the use of pre-
determined ra.tes In determ1n1ng the "indi-
rect costa" (Indirect (F&A) costa) a.ppl1cable
under resB&roh&grBements with educational
IneUtuUoDB.The statsd objectives of the law
are to Simplify the a.dm1nistratton of cost-
type research and development contracts (in-
cluding grante) with educational institu-
tions, to facilitate the prepa.ratlon of their
budget6, and to permit .more e%JlBdltious
closeout of such contracte when the work is
completed. In view of the potent1a.l a.dvan-
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tages offered by this procedure, negotia.tion
of predetermined rates for Indirect (F&A)
coste for a period of two to four years Mould
be the norm in tboee situations where the
cost experienoe a.nd other pertinent Caots
ava.lla.bleare deemed sufficient to enable the
part1es Involved to reach an Informed judg-
ment as to the prob&ble level oC indirect
(F&A) coste during the ensuing a.ocounting
periods.

5. NegoUated Fireil Rates ana Gaf"T1l-Forwara
ProtJUions

When a rued rate is DBgotia.tedin advance
for a. fiscal yea.r (or other time period). the
over- or under-recovery ror that year ma.y be
included a.s &II a.djuetment to the lnd1rect
(F&Al cost for the next rate negot1a.t1on.
When the rate is negotiated before the ca.rry-
forward Adjustment Is detsrmined, the carry-
Corward a.mount may be a.ppl1ed to the nut
subsequent rate negotta.tion. When such ad-
juatment6 are to be made, each fixed ra.te ne-
gotiated In a.dvanoe Cor a.given period will be
computed by a.pply1ng the expected lndirect
(F&A1 costs a.llooa.ble to Federa.l awa.rds for
the Coreca.atperiod plus or minus the carry-
forward e.djUiltment (over- or under-recovery)
from the prior period, to the foreca.st dis-
tribution ba.ee. Unrecovered amounts under
Iump-snm a.greemente or cost-sha.ri.ng provi-
siOIlllof prior yell.1'llmust not be carried for-
ward Cor consideration In the new rate nego-
tia.t1on. There must. however. be an advance
understa.nding In ea.ch caae between the In-
stitution a.nd the cogDiza.nt &gllJlCYCor ind1-
rect costs &8 to whether these differences
wlli be considered In the ra.te negotiation
ra.ther tba.n ma..klng the determination a.Cter
the differences are known. Further. institu-
tions electing to use this carry-forward pro-
vision ma.y not subsequently change without
prior a.pproval of the oogn1za.nt a.gency Cor
indirect coste. In the event that an institu-
tion returns \0 a post-detsrmlned rate. a.ny
over- or under-reoovery during the period in
which negotiated fixed ra.tes and carry-Cor-
ward provisions were followed will be in-
cluded In the subeequent poet-determined
rates. Where multiple rates are used, the
same procedure will be applicable for deter-
m1ulng ea.chra.te.

6. Provisional and FEw Rates for IndtTect
(P&A)Co&t&

Where the cogn1zant a.gency for indirect
coats determtnee that cost experience and
other pertinent fa.cte do:not justiCy the use
oCpredetermined ratee, or a fixed rats with
a carry-forward. or If the pa.rt1es ca.nnot
a.gree on a.nequitable rats, II. provisional rate
must be established. To prevent 8Ubetant1a.l
overpayment or underpa.yment, the provi-
sional rate may be adjusted by the cognizant
agency for indirect costs during the 1nIltitu-
tron '8 neea.l yea.r. Predetermined or fixed
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rates may replace provisional ratee at a.ny
time prior to the close oC the institution's
fiscal year. If a provisional 1'I.te is not re-
pl&eedby a predetermined or fixed rate prior
to the end of the inatl tu tlon's flBcal year, a
final rate will be establillbed and upward or
downward &djustmente wIDbe made ba.sedon
the actual allowable collte incurred for the
period involved.

1. Fixecl Rates fur the Life of the Spon8oTecl
Agreement

Except as provided in pa.ragraph (c)(l) of
1210.414 Indirect (F&A) coste. Federal agen-
cies must use the negotiated J'&te8, must
pa.ra.grapb (b)(l) for indirect (F&A) coste in
effect II.t the time of the iDltial award
throughout the life of the Federal award.
Award levels for Federal awarde ma.y not be
adjusted in future years as a result of
changes in negotiated rates. "Negotia.ted
ra.tes" per the ra.te agreement include fina.l.
flxed, and predetermined rates a.nd exclude
provisiona.! re.tes. "We" ror the purpose of
this subsection mea.ns ea.ch competitive seg-
ment or a project. A competitive segment Is
a period of yean a.pproved by the Federa.1
awarding agencY at the time of the Federal
awa.rd. If negotiated rate agreemente do not
extend through the life of the Federal a.ward
at the time of the in1tia.l award, then the ne-
gotla.ted rate ror the last year of the Federa.1
awa.rd must be extended through the end of
the life of the Federal a.ward.
b. Except as provided in 5300.414Indirect

(F&A)costs, when a.neduca.t1ona.!institution
does not ha.ve a negotiated rate with the
Federal Government a.t the time of a.na.ward
(beca.uBethe educationa.! Jnetitutlon Ie a.new
recipient or the parties C8.JIIlotreach agree-
ment on a rate). the provls1onal1'l.te used a.t
the time of the a.ward must, be adjusted once
a rate Ie negot1e.ted and a.pprovedby the cog-
n1za.ntagency for Ind1rect costs.

8. Limitation on ReimbuTsement of
Administrative Costs

a. Notwithstanding the provisions of sub-
section C.l.a, the administrative coste
cha.rged to Federal awarde awarded or
a.mended (including continuation ud re-
newal awardS) with effective dates beginning
on or after the start of the institution's first
nscal year which begins on or after October
I, 1991,must be Umlted to 26% of modified
tota.l direct costs (as detiDed in Bubsectlon 2)
for the total of General AdmlDletration and
General Expenses, Dep&rtmental AdminlJl-
tration, Sponsored Projects AdmlDlBtratlon,
a.nd Student AdminlBtratlon and Services
(Including their alloca.ble sha.re of deprecia-
tion, Interest ooste, operation and mainte-
nance expenses, and fringe benefits coste, &8
provided by Section B, Identification a.ndas-
signment of Ind1rect (F&A) coste, a.nd all
otber types of expenditures not l1sted spe-

2 CFRCh. II (1-1-15 Ecltlon)

cJnca.11yunder one of the Ilubcategories of f•...
cilitiea in Section B.
b. Institutions should not change tbs1r ac-

counting or coat allocation methods if the ef-
fect Ie to cba.nge the charging of a.particular
type of cost frOmF&A to direct, or to recla.B-
eity costa, or incre&8Sa.lloca.tlons frOm tbe
administrative pools Identified In paragraph
B.l or tbls Appendix to the other F&A cost
pools or fringe benefits. Cognlza.nt agencies
for ind1rect cost a.re authorized to allow
Cba.ng88 wbere an ln1ltitutlon's cba.rg1Dg
pra.ctices are at variance with accepta.ble
pra.ctices followed by a subeta.ntia.l majority
or other Jnetitutlons.

9. Alternatire Metlwd fur Administrative Costs

a.. Notwithstanding the provlelone of sub-
section C.1.a, a.n lnatltution may elect to
claim a fiXed allowa.ncs ror the "Admlnill-
tratlon" portion of ind1rect (F&A)costa. The
allowance could be either ~4% of mod1f1ed
tota.l direct coate or a. percentage equal to
9S~.of the most recsntly negotiated fIXedor
predetermined rate for the cost pools in-
cluded under "Administration" as deflned In
Bection B.I, whichever Is 18811.Under this al-
ternatlve, no coat propoea.l need be prepared
for tbe "Administration" portion of the ind1-
rect (F&A)cost 1'I.tenor Ie further Identifica-
tion or documenta.tion of these ooate re-
quired (see subsection c). Where a.negotiated
indirect (FctA) coat &«reement IIlclodes this
alternative, a.u institution must make no
further charges for the expenditure cat-
egories described in Bectlon B.6, General ad-
mlnilltl'ation and general expenses, Section
B.6, Departmental a.dmin18tratlon expenses.
Section B.7, Sponsored projecte &dm1n1stra-
tion, and Section B.9, Student a4m1n1stra-
tion and services.
b. In negotiations of ra.te&for subsequent

periods, r.n inStitution that ha.s elected the
option or BubllBctlona may continue to exer-
else It a.t the aa.merate without further Iden-
tification or documentation or coste.
c. If a.n institution elects to a.ccept a

threshold rate as defiDed in eubsectaon a of
this sectton, It Is not required to perform a
detaUed an&lyals or ite adm1n1atratlve C06te.
However, in order to compute the facilltles
componente of Its Indirect (F&A) cost ra.te,
the institution must reconcile Its lnd1rect
(F&A) cost proposal to Its flna.ncJal state-
menta and ma.ke a.pproprlate adjustments
ud recllUl8ificatlons to 14entlfy the coste of
each major function a.a detlned In Section
A.l, as well &8 to identify a.ndallooa.te the fa-
cilities eompcnenta. Administrative costs
that a.re not IdentUled as such by the insti-
tution's accounting system (such as those in-
curred in academic departmente) will be
cl&8el11ed&8inBtnlctlonal coste for purposes
of reconc1lin8' indirect (F&A) cost proposals
to flna.ncla.1statemente &Udallocating fa.cUl-
ties costs.
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10. Individual Rate Components

In order to provide mutu.a.lly agreed-upon
information for management purposes, each
indlrect (F&A.)cost rate negotiation or de-
tennlnation must include development of a
rate for each indirect (F&A)COlltpool 813 well
as the overall indirect (F&.A)coat rate.

11. Negotiation lt71d Approval of Indirect (F&:A)
Rate

a. 00gn1.za.nt agency for indirect costs Is
deflned in Bubpart A-Acronyms and Defini-
t1ons.
(1)COlItnegotiation cognlzance 1s&.IlIligned

to the Department of Health and Human
Ssrv1ces (HHS) or the Department of De-
IejUle'somce of Na.v61Resaa.rch (DOD),nor-
mally depending on which of tbe two a.gen-
cies (HH8 or DOD) proVides more funds to
the educational institution for the most re-
cent three years. Information on funding
must be derived from relevant data ga.thered
by the Na.tlonal Science Founda.tlon. In cases
where neither BRB nor DOD proVides Fed-
eral funding to an educational institution.
the cognizant agency for indirect costs as-
signment must default to BRS. Notwith-
standing the method for coenfza.nce deter-
mination described in th1s section, otber ar-
rangements for cognizance of a particular
educa.tional institution may alao be based In
part on the types of resea.rch performed a.t
the educa.tional institution and muet be de-
cided based on mutual agreement between
HHS and DOD. Where a non-Federal entity
only receives funds a8 a 8ubreclpient. 1200.831
RequiremeJlte for paes-tbrougb entities.
(3)After cognizance 18estabUBhed, it mwst

continue for a ftve-yea.r period.
b. AoceptAnce of rates. See 1200.4H Indi-

rect (F&.A)coste.
c. Correct1ng deftciencles. The cognizant

agency for Indirect coste must negotiate
changes needed to correct I!Y8tems deft-
ciencies relating to accountability for Fed-
eral awards. Cognizant agencies for indirect
costs must addrBSllthe concerns of other af-
fected agencies, .as appropriate. and must ne-
gotiate special rates for Federal agenciBfl
that are required to Umlt recovery of indi-
rect costs by statute.
d. Resolving questioned costl>. The cog-

Il1za.nt&8ency for indirect costs must con-
duct any nsce88&rynego~latloDBwith a.nedu-
ca.tional1nBtltution regarding amounts ques-
tioned by audit that are due the Federal
Government related to cceta covered by a ne-
gotiated a.greement.
e. Reimbursement. Reimbursement to cog-

nizant agencies for Indirect coste for work
performed under this Part may be made by
reunbursement billing under the Economy
Act, 31U.B.C. 1585.

f. Procedure for establishing facilities and
a.dmiIl1strative rates must be establ1sbed by
one of the following methods:

pt. 200, App. III

(1) Formal negoti4tlon. The cOgni&a.nt
agency for indirect coBtl! is responsible for
negotiating and approving rates for a.n edu-
cational institution on behalf of all Federal
&8encies. Federal awa.rd1ngagencies that do
not bave cognizance for indirect costs, must
notify the oognizant agency for Indirect
coste of specUlc conoerns (I.e.• a need to es-
tablish epecial cost rates) wb1ch could affect
the negoti4tion JlI'(lcese.The cognizant agen-
cy Cor Indirect cOlltemust address the con-
oems of all Intereeted agencies, as appro-
priate. A pre-negotiation conference may be
scheduled among all interellted agencies. 1!
necesa.ary. Tbe cogn1u.nt agenoy for Indirect
costs must then arrange a negotiation con-
ference with the educational institut.ion.
(2)Other than forma.l negotiation. The cog-

nizant agency for indirect costs and edu-
cational institution ma.y rea.ch an agreement
on rates without a formal negotiation con-
ference; for example, through correspond-
ence or use of the simplifted method de-
scribed in this ssction D or this Appendix.
g. Formaliz.lng determinations and agree-

ments. The cognisant agency for indirect
costs must formalize &II determinations or
agreements reacbed with an educa.t1onal in-
lltltution and provide copies to other agen·
cies haVing an Interest. Determinations
Mould include a description of any adjust-
ments. the actual amount, both dollar and
percentage adjusted. and,the reason ror mak-
ing adjl1stmente.
b. Dlsputes and d1aagreemente. Where tbe

cognizant agency for Indirect coats is una.ble
to reach agreement with an educational in-
stitution with regard to ntes or audit reso-
lution, the appeal system of the cogn1s&nt
agency for indirect 008te must be followed
for resolution of the dillagreement.

12. StandaTd FUfT1l4l for Submi.ssjon

For facilities and admlIl1strative (Indirect
(F&A)) rate proposals, educational institu-
tions must use the standard format. MOwn
In section E of this appendix, to submtt, their
indlrect (F&.A) rate proposal to the cog-
ni.r.ant agency for Indirect costa. The cog-
nizant agency Cor Indirect coste may, on an
institution-by-in&tltution basis, grant excep-
tions from all or portions of Part n of the
lltandard format requirement. Th1s require-
ment does not apply to educational Institu-
tions tha.t use the 81mpliftedmethod for cal-
cula.tlng Indirect (F&A)rates, as described in
Section D DC this AppeDdii.
As provided in section C.lO of this appen-

dix, each F&A cost rate negotiation or deter-
mination must include development of a rate
for each F&.Acost poo) as well &IIthe over&ll
F&Arate.
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D. 6IMPL1J'JlID METHOD FOR SMALL
INBTlTUTIONB

1. Ge7U1Tcl

a. Where the tot&! direct coat of work cov-
ered by this Part at an institution doee not
exceed S10 mnnon In a flllcal year, the 81m-
pllfied procedure deacrlbed in subsections 2
or S may be used in determ1DinB allowable
1n4lrect (F&A) costs. Under thIl! 81mplitled
procedure, the 1nst1tutlon's most recent an-
nU&!flnanclal report and Immediately ava.U-
able BUpportlDgInformation must be utilised
as a ba.elstor dBtermi.niJJ.gthe indirect (F&A)
coat rate applicable to all Federal a.wa.rdB.
The lDBtltution may use either the ea.la.ries
and wages (see Bubeection 2) or modified
tota.! direct coats (see subsectdcn S) as the
distribution ba.B1s.
b. The 81mpllfied procedure sbould not be

used wbere It producea results which appear
ineql11table to the Federa.l Government or
the institution. In any such case, indirect
(F&A) costs should be determined throlllrb
use of the regula.r proceclure.

2. SImplified P,ocedur&--SalaTie.s and Wages
Base

a. Establish the total amount of ea.la.riee
and wagee pa.1dto all employees of the tnstf-
tutioll.
b. Establish an indirect (F&A) coat pool

consisting of the expellditures (exclusive of
capital Items alld. other coste specifically
Identified &8 UlI8.11owable)which customa.rily
are claeeified under the folloWing titles or
their eql11va.!ente:
(1) Gelleral a.dmlll18tratioll and general ex-

peDIl88(exclusive of coets of student adJD1D15-
tratlon &lidaervi08ll, student activities, stu-
dent a.1d,and BChola.rahiPS).
(2) Operation and maintenance of physical

plant and depreciation (after appropriate a.d-
justment for costs appliceble to other lDStI-
tutlona.! actlvi ties).
(3) Libra.ry.
(4) Department a.dminlstratlon expenses,

which will be computed as 20 pereent, Dfthe
salaries and eXpenlleBof deans and heads of
departments.
In those cases where expenditures classi-

fied under subsectlDn (1) ha.ve previoUBly
been a.llocated to other lnBtltutional activi-
ties, they ma.y be included III the Indirect
(F&A) oost poo). The total amount of aa.la.-
riss and wages included in the llId1rect (F&A)
oost pool must be aep&rately identified.
c. Establish a salary and wage distributiDn

base, deterJD1Dedby deducting from the total
of ealar1eBand wages &8 establlshed in sub-
section a from the amount of saJa.r1es a.nd
wages Included under subeection b.
d. Establish the indirect (F&A) cost rate,

determined by dividing the amount in the in-
direct (F&A) cost pool, subssctfon b, by the

2 CFRCh. II (1-1-15 EdiHon)

amount of the distribution baae, subsection
c.
B. Apply the indirect (F&A) oost rate to di-

rect ea.la.riesand wagea for individua.! agree-
mente to cletermine the amount of Indirect
(F&A)coats a.llocable to such agreements.

3. Simplified Procedure-Modified Total DIrect
Coat Base

a. Establish the total costs Incurred by the
ID8titution for the baae period.
b. Esta.blish an indirect (FlkA) coet pool

oonslstlng or the expenditures (exclusive of
ca.pital items &Dd other costs speci1l.cally
ideDtified &8 unallowable) which Dustomarily
are c1a.ss1nedunder the following titles or
their equivalents:
(1) Genera.! administra.tion and general 6X-

peDSllIl(exclusive of coeta of student admlnlll-
tration a.nd servicee, Btudent activitlea, stu-
dent aid, &Ddscholarships).
(2) Operation a.ndmaintena.nC8 of physical

pla.n.ta.nd deprecIAtion (aiter appropriate a.d-
lustment for cDats applicable to other irultl-
tutiona.! activities).
(3) Library.
(4) Depe.rtment administration expenses,

which w111be computed as 20 percent of the
salart88 a.nd expeDS8llor deans a.nd hea.dS of
departments. In those CA88Swhere expendi-
tures cla.sBit1edunder Bubeection (1) have
previously been allocated to other institu-
tional activities, they may be included in the
indirect (F&A) cost pool. Tbe mod11ledtotal
direct costs amount inoluded in the indirect
(F&A) cost pool must be separately identi-
fied.
c. lilBtabl1lh a modtfted total direct coat

distribution base, &8 deCiDedin Section C.2,
The distribution ba.B1s,that constste of all
lnBtltution's direct fllDctlons.
d. Eatabl1sb the indirect (F&A) cost rate.

determlDed by dividing the amDunt in the in-
direct (F&A) cost pool, subsection b, by the
amount of the distribution ba.se, Bubeectlon
c.
e. Apply the indirect (FlkA) cost ra.te to

the mod111edtotal direct costs fDr individual
a.greemente to determine the amount of in41-
rect (F&A) costs allocable to such agree-
mente.

E. DooIDo!:NI'ATION REQUIRBMBNTS

The sta.ndard format for documentation re-
quiremente for indirect (indirect (F&A» rate
proposa.lB ror cla.im1Dgcosts under the reg-
ula.r method ill ava1iable on the OMB Web
site here: http://UJWW.whjtehouse.goviombl
gran ~..J0T1TI3.

F. CERTIFICATION

1. CerllfjcatlO1l of C1w.rge3

To assure that expenditures fDr Federa.!
a.wards are proper and in accordance with
the agreement documente a.nd a.pproved
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project buQgets, the annuaJ and/or flDal fie-
cal reports or vouchers requesting' payment
UDderthe agreements Will Include a cert11l-
cation, signed by an author.t.zed ofllc1al of
the UDlvare1ty,which reads "By Bignlng thl.l;
report, I certify to the best of my know18l1ge
and bellef that the report 18true, complete,
a.ndaccurate, and the expenditures, disb111'll8-
menta and cash receipts are for the purposes
and intent set forth in the award documents.
I am aware tbat any falee, fictitious, or
fraudulent infonnation, or the om1eeion of
any mater1al fact, may subject me to crimi-
nal, civil or admin1atratlve penalties for
fraud, false statements, ta.lBeclaims or oth-
erw1Be. (U.S. Code, T1tle 18, Seotion 1001 and
T1tle 31, Sections S'/29-3'l'33 and 3801-3812)".

2. Certification of Indirect (F&A) cost»
a. Policy. CogD1zantagencle6 must not a.c-

cept a proposed indirect cost rate unless
such coete h&ve been certJned by the edu-
cational 1n6tltution uelng the Oertirtca.te of
Indirect (F&A) Coste Bet forth in subsection
F .z.c
b. The certUlcate must be signed on behalf

of the institution by the chief financial offi-
cer or an individual designated by an indi-
v1dualat a level no lower tba.n vice president
or chief financial pmcer.
An indirect (F&A) cost rate Ie not binding

upon the Federal Government if the most re-
cent reqn1red proposal from the lnBtltutlon
haBnot been cert1t1ed. Wbere it Is necesaary
to lllIte.bllehindirect (F&A) coet ratllll, and
the institution has not submitted a certified
propoeaJ Cor este.bllah1ng BUchrates in ac-
oordance with the requiremente of th18 BeC-
tion, t.be Federal Government must Ull1la.ter-
allY establ1eh BUchrates. Such rates may be
based upon audited historical data or !lueb
ot.ber date. that h&ve been fum1ehed to the
cognizant agency for indirect coate and for
which It can be demonstrated that all UDal-
lowable coste have been excluded. When indi-
rect (F&A) C08t ratllll are UDilaterally eetab-
llehed by the Federal Government because of
fa11ure of the 1nIltitution to submit a cer-
tifled propoeal Cor eetabl1eh1ng such ratee In
accordance With th1e seetton, the rates BS-
te.bUehedwill be set at a level low enough to
ensure that potentially UDallowable costs
will not be reimbursed.
c. Certificate. The certJrtcate required by

th1e seotion must be in the Collowingform:

CKRTlFICATB OF lNDlREC'T (F&A) COBTB
This 18 to certify that to the beet of my

knowledge and bellef:
(1) I have reviewed the indirect (F&A) cost

proposal submitted herewith;
(2)All costllinciuded In thie proposal [1den-

tify date] to establ1eh b1lllng or nnaJ indi-
rect (F&A) costs rate Cor [1dentify period
covered by rate] are allowable in accordance
with the requiremente of the Federal a8TBtl-

pt. 200. App. IV

mentes) to which they a.pply aDd with the
cost principles applicable to those agree-
menta, '
(3)Th1apropoeaJ does not include a.ny coats

which are UDallowableunder applicable cost
principles such aa (without l1m1tat.1on);pub-
11c relatlons coste, contrtbutiollS and dona-
t1ons, entertainment coats, fines and pen-
alties. lobbying costll. and defense of fraud
proceedinp; and
(4) All coste Included in th1e propoeal are

properlY allocable to Federal agreemente on
'the baeiB of Ii benefic1aJ or caullBl relation-
ship between the expenese incurred and the
agreemente to whJch they are allocated ill
accordaDoe with applicable requ1remente.
I "eclare that tl:le for~lng is true and cor-
rect.

Inst1tution of Higher Education:
Signature:
Name of Official:
Title;
Date of Execution:
['78 FR 78608. Dec. 26. 2013. as amended at 79
FR 75888, Dec. 19. 2014]

APPENDIX IV TO PART 200-INDJRECT
(F&A) OOSTS IDENTIFICATION AND
ASSIGNMENT. AND RATE DB'I'lilRMINA-
TION FOR NONPROFIT ORGANIZA-
TIONS

A.GENERAL
1. Indirect coste are thoee that have been

incurred for common or Joint objectlvee and
cannot be readily identitled With a par-
ticular nnaJ cost objective. Direct cost of
minor amounts may be treated as indirect
coste Wlder the conditions described in
1200.413 D1rect coete parllgI'aph (d) of this
Part. After direct coste have been deter-
mined and a.s81gneddirectly to awards or
other work as appropriate. indirect coate are
tbose remaining to be allocated to benefit-
ting oost objectivee. A cost may not be allo-
ca.ted to a Federal award a.8an Indirect cost
if any other cost Incurred for the same pur-
pose. in Ilke ctrcamstaaeee, h&Bbeen as-
signed to a Federal award &8 a direct cost.
"Major nonprofit organizatlone" are de-

flDed in 1200.414 Indirect (F&A) coste. See in-
direct cost rate reportinK requtrementa in
sections B.2.e and B.a.i' or th18Appendix.

B. ALLoCATION OF lNDIRECn' COSTS AND
DETERMINATION OF INDIRECT COST RATES

1. Gerural

a. If a nonprofit organlutlon has only one
major fUDctlon, or where all ite major rune-
tione benetlt trom its indirect coste to ap-
proldmately the same degree. the allocation
of Indirect coate and the computation of an
Indirect coat rate may be accompliBhed
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through simplified allocation procedures. 8.ll
descrlbe12In section B.2 oC this AppenlJU.

b. If an organization ha.s several major
Cllnctions which benefit from Its Indirect
costs in varying 12egrees,allocation of indi-
rect costs may require the accumulation oC
such costs Into separate coet groupings
which then are allocated individually to ben-
efitting functions by means of a baBewhich
bellt measures the relative degree oCbenefit.
The indirect costs allocated to each fuJlctlon
are then d1etriboted to individual Federal
awa.rds and other activities Inoluded in that
function by mea.ns of 8.!1 Indirect coat rate(e).

c. The determination of what constitutes
an orga.n1z&tlon'smajor functiOns will de-
pend on its purpose In being; the types of
services it renders to the public, its clients.
and Its members; and the amount of effort it
devotes to such activities as Cllndra1e1ng,
public information and membership activi-
ties.

d. sjecinc methods for allocating Indirect
costs and computing indirect cost rates
along with the conditions under which each
method &bouldbe used are described In eeo-
tlon B.2 through B.ISoC this Appendix.

e. The base period for the allooation oCin-
direct costs Is the period in which such costs
are inourred and accumulated for allocation
to work performed in that period. The base
period normally 8hould coincide mth the or-
ganization's f'IBca.lyear but. in any event,
must be so selected as to avoid inequities in
the allocation of the coste.

Z. Simplified Allocation Method

a. Where an organ1za.tlon'll major functions
benefit from Its Indirect costs to approxi-
mately the same degree, the allocation of in-
direct oosts may be accompU8hed by (1)Ilep&-
rating the orga.n1zation's total ooets for the
baBeperiod as either direct or indirect, and
(U) dividing the total allowable Indirect
costs (net of applicable credits) by an equi-
table distribution base. The result of this
process Is &Dindirect cost rate which IBUllBd
to d1etrlbute Indirect coste to individual
Federal awards. The rate 8hould be exJJreased
as the percentage which the total amount of
allowable indirect coste bears to the base se-
lected. This method should also be used
where &Dorga.niza.tion hall only one major
function encompassing a number of tudi-
vidual projects or activities, and may be
used where the level of Federal awards to an
organ1Y.tlon is relatively small.

b. Both the direct costs and the indirect
costs must exclude capital el<Jl8ndituresand
unallowable costs. However, unallowable
costs which represent activities must be in-
cluded in the direct costs under the condi-
tions described In §200.41SDirect eosta, para-
graph (e) of this Part.

c. The distribution base may be total di-
rect costs (excluding capital expenditures
and other distorting Items. such &l! sub-

2 CFRCh. H(1-1-15 EctIIon)

awards for $25,000or more), direct salaries
&Ddwages, or other base which l'BIlultsIn an
equitable distribution. The d18trtbution baBe
mUlltuc1ude participant support costs as de-
fined tu 1200.76Participant support costa.

d. Except where a special rate(s) is re-
quired In accordance with section B.6 of this
Appendix, the Indirect oollt rate developed
under the above pr1Dc1plesIs applicable to
all Federal awards of the organization. U a
special rate(s) is required, appropriate modi-
fioations mUllt be made In order to develop
the special rate(s).

e. For an orga.n1sa.tlonthat receives more
than 110million in Federal funding of direct
costs tu a nsoal year, a breakout of the Indl-
:rect cost component Into two broad cat-
egories, Facilltiea and Adm1n1atration as de-
fined in section A.S of this AppenlJU, is re-
quired. Tbe rats In each oaae must be stated
as the percentage which the amount of the
particular Indlreot oost category (i.e., FaciU-
tiell or Adm1n1Btration)ill of the distribution
base Identified with that category.

3. Multiple Allocation Base Method

a. General. Where an orlfan1za.tion's indi-
rect costs benent Its major funotions in
varying degrees. indirect costs must be accu-
mulatsd Into Beparate cost groul'!ng8, as de-
scribed In subparagraph b. Each grouping
must t.hen be allocated. individually to bene-
fitting fUnctions by means of a baBe which
best measures the relative benefits. The de-
fault allocation bases by coet pool are de-
BcribedIn section B.a.c of this Appendix.

b. Identification of indirect costs. Cost
groupJ.np must be eetabliahed so as to per-
mit the allocation of each grouping on the
basis of benefits provided to the major func-
tions. Ea.cb.grouping moat constitute a pool
of sxpeJl8Bllthat are of like character iII
terms of functions they benefit and In terms
of the alloca.t1on base which beat meuur811
the relative benefits provided to each tunc-
tion. The groupings are classified within the
two broad categoriea: "Facilities" and "Ad-
ministration," as described in section A.a of
this Appendix. The indirect cost pools are de-
fined as follows:

(1) Depreciation. The expenses under this
heading are the portion of the coste of the
organization's buildings, capital improve-
ments to lUId and buildings, and equipment
which are oomputed In accordance with
f 200.436Depreciation.

(2) Interest. Interest on debt associated
with certain butld1ng&,equipment and cap.
ltal improvements are computed In accord-
ance with UOlH49 Intereat.

(S) Operation and maintenance expenses.
The expenses 11IIderthis heading axe those
that have been Iucurred for the administra-
tion, operation, maint.enance, preservation,
&Ddprotection of the organ1sa.tion's physical
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plant. They include expenses normally in-
curred for sucb Items as: janitorial and util-
Ity services; repairs and ordinary Dr normal
alteratioDll of bulldlnga, fI1rn1ture and equip-
ment; care or grounds; ma.intenance and op-
eration of bulld1ngB and other plant fa.cill-
ties; seourlty; earthquake and dlsallter pre-
pa.redDees; environmentlll eafety; haza.rdous
wlUltedisposal; property, liabWty and other
InBurance relating to property; space and
capital leasing; facility planniDg And man-
agement; a.nd osntral receiving. The oper-
ation and ma1ntena.nce expenses category
must also include its allocable llha.re of
!r1n&,ebenent costs, deprsci&tion, IUldinter-
est coste.

(4) General admln18tra.tion IUldgeneral ex-
penses. The upenses under tlI18heading are
those that have been Incurred tor the overall
general executive and administratIve omces
of the orge.nlsa.tlon IUldotber openees of a
general nature wb1eb do not relate 801ely to
&DYmajor function of tbe organization. Th18
category must alao include Its Allocable
ehr.re of friDge benent coats, operation and
rna.lnten&DC8expense, deprecIation, and in-
terest OOBte.Examples of tb1B category In-
clude central officll8, sueb all the director's
office, the oroce of finanoe, bDllinBB8serv-
tees, budget and planning, personnel, aaiety
and risk management, genaral counsel, man-
agement Inform&tlon systems, IUld library
costs.

In developing Ws cost pool, epeclal care
should be exero1eed to ensure that coets In-
curred for the same purpoee In like cir-
cumstances are trell.ted consistently as et-
ther direct or Indirect coste. For e:u.mple.
sa.la.ries of technIcal staff, project supplles,
project publication, telepbone toll cba.rges,
computer costs, travel coate, IUldspecialized
services coate must be treated as direot coets
wberever IdentUlable to & particular pro-
gram. The aa1a.rles and wages of &dministrll.-
ti ve and pooled clerical staff should nor-
mally be treated as indirect costa. Direct
cha.rgIng or these costs may be appropriate
as deecrlbed in f200.U8 Direct Costs. Items
sucb as oroce suppUes, postage. local tele-
phone coats, periodicals a.ud memberships
should normally be treated as Indirect costs.

c. Allocation bases. Actual conditions
must be taken Into account m selecting the
baBeto be used In allocating the expenses in
eaeb grouping to benefitting fDDctlODB.The
_ntlal conBideration In selecting a method
or a base Is that It is the one beet suited for
a.eB1gn1ngthe pool of coBts to cost objectives
In accordance with benefits derived; a trace-
II.blecause and effect relatioUBb1p; or logic
and reason. where neither tbe cause nor the
effect of the relll.tlonsbip is determinable.
When an allocation can be made by &B81gn-
ment of a cost grouping directly to the tunc-
tion benefitted, the allocation must be made
In that manner. When the expenses In a cost
grooplng are more general In nature, tbe al-
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locatdon must be made through the use of a
selected base which produces results that are
equltllble to botb the Federal Government
aDd the orga.nhation. The distribution must
be made In accordance with the bailee de-
scribed herein nnlBB8It can be demonstrated
that the use of a different base would result
in a more equitable all_tion of the coste.
or tbll.t a more rea4lly ava1l&blebase would
not increase the costs charged to Federal
awaros. The results of special COIltstudies
(sueb as an engineering utility study) must
not be used to determine and allocate the in-
direct ooets to Federal awards.

(1) Depreciation, Dsprecl&t1on expenses
must be allocated In the followiug manner:

(a) Depreciation on buUd1nga used exclu-
sively In the conduct or a e1ugle function,
and on capital improvements and equipment
used In such bulldlngs. must be aBl!lgnedto
that function.

(b) Depreciation on buildings used for more
than one function, and on capital improve-
ments and equipment used in sucb bulld1ngs.
must be allocated to the individual functions
performed in ea.ch bn1lding on the baBis of
osable equ&re feet or space, excluding com-
mon areas, sucb as hallways, stairwells, and
restrooms.

(c) Depreciation on buildings, capital im-
provements and equipment relatsd space
(e.g., lnd1vldual rooms, and 'laboratories)
used jointly by more th&n one tunction (u
determined by the users of the space) must
be treated &8 folloWll.The cost of each joint-
ly ueed umt of space must be allocated to
the benefitting functions on the basis of:

(i) the employees and other users on a full-
time equIvalent (FTE) bas1IIor Bala.rIN and
wages of those individual functions benent-
ting from the WlB of that space; or

(11) organisation-wide employee FTEs or
BalarlN aDd wages applicable to the benent-
ting tunctions of the organlu.tlon.

(d) Depreciation on certll1n capital im-
provements to l&nd, sucb 1.8PII.vedparking
areas, fences, B1dewalka,and the like, not in-
cluded In the eoet of bulld1ngB,must be allo-
cated to user categories ODa FTE ba.s1sand
distributed to major functions In proportion
to the salaries and wages or all employees
II.ppllcableto the tunCtiODB.

(2) Intersst. Interest costs must be allo-
cated In the eame manner &8 the deprecia-
tion on the buUd1nge, equipment and capital
equipment to wb1cb the Interest relates.

(3) Operation and maintenance expenses.
Operation and matntenanoe expenses must
be allocated In the same manner as the de-
prectatton.

(4) General adm1.nIBtration and general ex-
penses. General administration and general
expenses must be allocated to benefitting
tunctlolls based on modified total coste
(MTC). The MTC Is the modified total direct
coete (MTDC), as described in Subpart A-
Acronyms and DetlnitionB or Part 200, plus
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the allocated iIld1rect cost proportdon. The
exPenses iIlCluded iII this category could be
grouped first according to major functions of
the organization to which they render serv-
ices or provide benefits. The aggregate ex-
penses oC each group must then be allocated
to benefitting functions based on MTC.
d. Order of distribution.
(1) Indirect cost categories consillting of

deprec1&tion,iIltereet, operation and ma.1nte-
nance, and general adm1D1etration and gen-
eral Ilxpensesmust be allocated iII that order
to the rema1n1lIg iIldirect COIltea.tegorillll &8
well ae to the major functions er the orga.n1-
zation. Other coet categories should be allo-
cated In the order determined to be meet ap-
propriate by the organization. Th1s order of
allocation does not apply if cross allocation
ot costs 1emade 8.8 provided In section B.3.d.2
or th1eAppendix.
(2)Normally, an Indlreot coet category will

be considered closed once tt has been allo-
cated to other COIlt objectives, and costs
must not be Bubeequently allocated to It.
However, a C1'088allocation of coats between
two or more indirect coste categories could
be used if BUchallocation w1ll 1'llIIult in a
more equitable allocation of coste. If a cross
alloca.t1on Is used, lUIappropriate modifica-
tion to the compost tion of the Indirect coet
ca.tegories 1erequired.
e. Application ot indirect cost rate or

rates. E:z:ceptwbere a spec1&1indirect cost
rate(e) 1erequired in acoordaJloewith 88Otlon
B.5 of this Appendix, the separate groupings
of Indirect costs allocated to ea.cb major
Cunctionmust be aggregated and treated as a
common pool for that tunctlon. The COlts In
the common pool mWlt then be dtetrtbuted to
1ndividu&l Federal awards Included In that
function by use of a stngle Jndlrect coat rate.

C. D1etrlbutlon baIl18.Indirect costa must
be diatributed to applicable Federal awards
and other beneOtt1ng activities within each
major function on the b&81eof MTDC (see
definition In 1200.68 Modified Total Direct
Cost (MTDC)of Part 200.
g. Individual Rate Components. An indi-

rect cost rate must be determined for eacb
eeparate Indirect coat pool developed. The
rate in eacb case must be stated &8the per-
centage which the amoUDt of the particular
indirect cost pool 1e or the d1etrtbutlon base
ldimtified with that pool. Each ln4trect ooet
rate negotiation or determination agreement
muet include develOPlDent of the rate for
each 1n41rect cost pool as well &8the overall
indirect cost rate. The Indirect cost pools
must be cla.sslfied within two broad oat-
egories: "Facllitlee" and "AdminlstraUon,"
as described In section A.S oC this Appendix.

4. Direct Allocation Method

a. Some nonprofit OrganizatioDll tre •.t all
costs as direct eoets except general a4mln1e-
traUon s.nd general expen8l!S.These organi-
zations generally separate their ccsta Into

2 CFRCh.1I (1-1-15 Edition)

three basic cat8goriee: (1) General &dm1n1e-
tration and general expenses, (11) Cund-
ra.1Ill.Dg.and (ill) other direct functions (in-
cluding projects performed uncler Federal
awards). Joint coste, such as depreciation,
rental costs, operation and maintenance of
tac1litillll, telephone expen888, and the like
a.re prorated Individually as direct oosts to
each category and to each Federal award or
other activity Ull1nga baBemeet appropriate
to the particular coat being prorated.
b. Th1emethod Is a.ooept&ble,provided each

joint COIlt1eprorated 1lIl1nga base which ac-
curately mea.suree the beneOts provided to
each Federal award or other activity. The
b8.ll8Bmuet be llllt.abl1ehediII accordance with
reasonable criteria, IUIdbe supported by cur-
rent data.. Tb1s method 1e compatible with
the Standards ot Accounting and Financial
Reporting for Voluntary Health and Welfare
Organtzatlons 1esued jointly by the National
Health COUDCn,Inc., the National Aesembly
of Voluntary Health and Social Welfare Or-
gan1z&tione,and the United Way oC America.
c. Under th1e method, iIl41rect costs con-

stet exclusively of general adm1II1atration
and general expenses. In all other respec~,
the organization's 1ndtrect COIltratee muet
be computed In the same manner as that de-
scribed in aection B.2 SimpllOed allocation
method oC this Appendix.

5. Speclallndirect CO!! Ra.tes

In some 1netanoes, a single indirect cost
rate for all activities oC a.n organ1z&tlon or
for each major function of the organization
may not be appropriate, since it would not
take Into a.ooount those different factors
which may BUbetantially affect the lnd1rect
coste applicable to a particu1&r segment of
work. For th1e PIl1'J>Ollll, a p&rticular segment
of work may be that performed UDdera s1II-
Irle Federal award or It may coneut of work
under a group of Federal awardll perrormed
in a common environment. Theee factors
may include the phystcal location or the
work, the level of &dmln1etraUve IlUpport re-
quired, the nature of the facilities or other
resources employed, the 8C1entl1lcd1eCipltnes
or technical Bk111sInvolved, the organiza-
tional arrangements used, or any combina-
tion thereof. When a particular segment of
work. 18performed In an environment which
appears to generate a. signlficantly 41fferent
level of iIld1rect coste, prov1ll1oJllllIbould be
made for a separate indirect cost pool appli-
cable to suob work. The separate Indirect
ceet pool lIbould be developed during the
COUl'llller the regular alloca.tton process, and
the separate indirect COIlt rate reeul t1ng
therefrom should be used, provided It 1e de-
termined that (1) tbe rate differs s1gn1f1-
ca.ntl:yfrom that which would have been ob-
tained under sections B.2, B.3, IUIdB.4 or this
Appendix, and (11) the volume of work to
which the rate would apply is material.
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C. NEGOTIATION AND APPROVAL 01' lNDlRI1C'T
COSTRATBS

1. Definition.!

A8used in this section, the folloWing terms
have the me&D1ngsset forth In this section:
a. CDfl1lizant QgtmC1l fM' indirect costs m8&IlB

the Federal a.gency responsthle Cor negoti-
a.t1n&"and approving indirect coat rat.ee ror a
nonprofit organization on behalf oC all Fed-
eral 84renc1ee.
b. PTedeterm1ned rate means an indirect coat

rate, applicable to a. epec1f1edcurrent or tu-
ture period, usually the organization's filIca.l
year. The r&te ie baaed on an eet1mate or the
coats to be lnourred during the period. A pre-
determined rate is not subject to a.djust-
ment.
c. Fi:led rate m_ an indirect cost rate

which has the same oha.racter18tics &Ii a pre-
determined rate, exoept that the difference
between the estimated costs and the a.ctual
coate of the period covered by the rate is e&r-
ried forward a.e an a.djustment to the rate
computation of a subeequent period.
d. Final rate means an indirect cost rate

a.ppllcable to a epeclfied past pertod which is
be.eed on the a.ctU&lcosta of the period. A
final rate is not subject to a.djuetment.
e. Provlnonal rate OT billing rate means a

temporary indirect cost rate applicable to a
specified period wh1chis used Cor funding, in-
terim reimbursement, and reportlng indirect
costs on Federal awards pendiDll'the estab-
liahment of a final rate for the period.
f. Indirect cost proposal means the docu-

mentation prepared by an organization to
substantiate its claim for the reimbursement
of indirect ccete. This propoaal provides the
ba.e1sfor the review and negotiation leading
to the eetAblillhment of an organ1utlon's in-
direct cost rate.
g. Cost objective mea.naa funotlon, orga.n1sa-

tiona.! subdiv1s1on, contract, Federal award,
er other work unit for which coat data are
de!llred and Cor which provllllon is made to
accumulate and measure the cost or proc-
esses, projects, jobs and capltaJ.1zedprojects.

2. Negotiation and APPToval of Rates

a. Unless dJfferent a.rraugements lore
agreed to by the Federal agenciell ooncsrned,
the Federal agency with the largest dollar
value of Federal awards with an oi-ganlsatlon
11'111be deSignated as the cogn.l.z&ntagency
Cor indJrect coats Cor the negotiation and ap-
proval oC the ~dJrect cost rates and, where
neC8flll8.l"Y,other rates such as frlnge benet!t
and computer charge-out rates. Onoe an
agency is assigDed cognizance for a par-
ticular nonprofit organIzation. the assign-
ment will not be cbanged unlese there is a
shin in the dollar volume of the Federal
awards to the organ1za.t1onCorat least three
yea.n. All concerned Federal agencies must
be given the opportunity to participate in

pt. 200, App. IV

the negotiation proceee but, after a rate bas
been agreed upon, it will be accepted by &11
Federal &.genc1ee.When a Federal agency bas
reuon to bel1eve that spec1a! opera.tlng fa.c-
tore affectiDll' Its Federal awards nscesllltAte
special Indirect cost rates in accordance
with section B.6 of this Appendix, it will.
prior to the time the rates are negotiated,
no~ the oognlsant agency for Indirect
costs. (See alao 1200.414 Indirect (F&A) costs
oC Part 200.) Where a non-Federal entity only
receives funds as a subreoipient, see the re-
quirements of 1200.331 Rsquirements Cor
pAll8-throughentities.
b. Except a.eothe1'W18eprovided in 1200.414

IndJrect (F&A) costs paragraph (e) of th1I;
Part, a nonprofit organiza.tion which has not
prevloue!y 88t&bl1Bhedan ind1reot coat rate
With a Federal agency must submit its ini-
tial indirect cost proposal immediately a.tter
the organization is adv18ed that a Federal
award will be made and, in no event, later
than three mont.hll after the etiective date of
the Federal award.
c. Unless approved by the cogn1za.ntagency

for Ind1reot costs in accordance with i200.41~
Indirect (F&A) COlltspara.cTBph (0 of this
Part, organlUtions that have previously es-
tablished indirect coat rates must submIt a
new indJrect cost proposal to the cognhant
agency Cor indirect C08ts within Hixmonths
after the close or each tlscal year.
d. A predetermined rate may be negotiated

for use on Federal awards where there Is rea-
sonable aBlluraDce,based on past experience
and reliable projection of the Orga.nizatiOD'S
costs, that the rate is not Ukely to exceed a
rate baaed on the orga.nlza.tlon's aotna.l costs.
e. Fixed rates may be negotiated where

predetermined rates are not considered ap-
propriate. A fixed rate, however, mllSt not be
negotiated If (I) a.ll or a substantial portaon
of the organization's Federal awards are ex-
pected to expire before the oarry-forward ad-
justment can be made; (ll) the ma oC Federal
and non-Federal work at the organiza.tlon is
too erratic to permit an equitable carry-for-
ward adjustment; or (ill) the organization's
operations Ouctuats signlficantiy from year
to year.

t, Provisional and finaJ.rates must be nego-
tiated where neither predetermined nor fixed
rates are apprOpriate. Predetermined or
fixed rat88 may replace provisional rates at
any time prior to the close of the organiza-
tion's fiBca.l year. If that event does not
occur, a final rate will be established and up-
ws.rd or downward a.djustmentE will be made
based on the actual allowable costs incurred
for the period involved.
g. The results of each negotia.tioD must be

formalized In a written agreement between
the cognizant agency for indirect costs and
the nonprofit organization. The cogulzant
agency Cor indJrect costa must make avail-
able copies oC the agreement to a.ll concerned
Federal agencies.
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h. If 11diapute arises in a.negotla.tlon of an
indirect cost rate bstween the cogn1U.nt
agency for indirect costs a.nd the nonprofit
organization. the dispute must be resolved in
accordance with the appeals procedures of
the cognizant agency for indirect costs.
I. To the extent that problems a.re encoun-

tered among the Federal agencies in connec-
tion with the negotiat1on a.nd a.PPl'Ovalproc-
BSS. OMB will lend aaaista.nce as required to
resolve such problems in a timely manner.

D. Certification of Indirect (F&A)Coste

(I) Required Oertification. No proposal to
Il8tablish ind1rect (F&A) cost ratel! muat be
acceptable unless euch coste have been cer-
tIDed by the non-prof'lt organization Ullinlr
the Oert1flcate of Indirect (F&A) Costl! Bllt
forth in section j. of tb16 appendU. The cer-
tlt1cate must be signed on behalf of the orga-
nization by a.n indlvidoal at a level no lower
than vice president or chieCfinancial officer
Corthe orga.nizat1on.
(2) Each indirect cost rate proposal must

be accompa.nied by a certification in the fol-
lowing Conn:

Certificate of Indirect (F&A)Costs

This is to certify that to the best of my
knowledge a.ndbelief:
(1) I have reviewed the indirect (F&A) cost

proposal submitted herewith;
(2) All costs included in th1llproposal [iden-

tify dA.te] to establish b1lling or f'lnal indi-
rect (F&A) costs rate for [identify period
covered by rate] are allowable in aooordanoe
with the requ1rements of the Federal B.warde
to which they apply a.nd with Subpart E-
Cost PJ1,nolpl811of Part 3)0.
(3) Thie proposal does not include any costs

which are unallowable under Subpart E-
Coat PrInciples of Part 200 Buch as (without
Ilmltat1on): publ1c relatione costs. contribu-
tions a.nd donations, enterta.iDment coste.
fities a.nd penalties, lobbying coste, and de-
reWleof fraud proceedings; and
(4) All coste included in this proposaJ are

properly allocable to Federal awards on the
basis of a beneflc1al or causal relat10nship
between the expenses inourred and the Fed-
eral awards to. which they are a.llocated in
accordance with applicable requiremente.
I declare that the foregoing Is true and cor-

rect.
Nonprofit Organization:
Signature:
Name of Official:
Title:
Date of Execution:

2 CFRCh. II (1-1-15 Eclitlon)

APPENDIX V TO PART 200-STATEiLOCAL
GoVERNMENTWIDE CENTRAL SERVICE
COST ALLOCATION PLANS

A.GENERAL
1. MOBtgovernmental unite provide certain

services, Buch as motor poole, computer cen-
ters. purcbaslng. accounting. etc., to oper-
ating agencies on a. ceJltral1zed basis. Since
federally-supported awards are performed
within the individual operating agencies,
there needs to be a. p!'OC8Il8whereby these
central Ilervice coate can be identified and
ualgned to benell.tted activities on •. reaBOn-
a.bleand conaletent basis. The centra.! aerv1ce
cost a.llocat1on pla.n provides that process.
.All coste and other data used to distribute
the coste included in the plan should be 8U~
ported by formal a.ocount1ng and other
records that will support the propriety or the
coste a.es1gnedto Federal B.wardS.
2. Guidelines and illustrations or central

aerv10e cost a.llocation plans are provided in
•. brochure published by the Department of
Healt.h and Human Services entitled "A
Guide fOT State. Local and Indian Trillal Gov-
ernments: Cost Pri1lCl.pZe8 and Pr0ce4uru for
Developlftg Cost Allocation Plans and Indirect
Cost Rates for Agreements lDlth the Federal
Government." A COpyof thla brochure may be
obtained from the BRS Cost Allocation Serv-
ices or a.t their Web alte a.t https:l/
rates.psc.gov.

B. DEFINITIONS
1. Agency or operating age7lCl/ means an or-

ganiza.tional unit or eub-divlsion within a.
governmental lUllt that Is responaibla for the
per1orma.nce or a.dmJnIstration or P'edera.l
•.wards or aotlvities of the governmenta.l
unit.

2. AHocaled cantTal sennces means central
services that benetl.t operating agencies but
are not billed to the agencles on a ree-ror-
service or ll1m1larba.e18.TheBe coati! are aUo-
ca.ted to benefitted agencles on acme reason-
able basie. Examples of such services might
Inolude general a.ccounting. personnel a.d-
ministration. purchuinlr. etc.

3. BiUed Cl!ntTal seroiCel means central serv-
ices that are bUled to benefitted agencies or
programs on an individual fae-for-eervice or
slmlla.r be.a1s. Typical eu.mples of billed oen-
tra.l BBrvioes inolude oomputer aerv1ce8.
transportation 8ervices. lDBurance, and
fringe benefits.

4. Cognizant I1gfmCJI fOT indirect costs IB de-
fined in I mo.1.9 Oognizant agenOYtor indirect
coste of this Part. The detenniDation or cog-
nizant agency Cor indirect ooets for 8tateS
and loca.l governmente is described in BBCtion
F.l. Nelrotiation and Approva.l of Oentral
Servioe Pla.nB.

5. Ma.;ur local government means local gov-
ernment that reoelves more than $100 million
In direct Federal awards subject to this Part.
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C. ScoPE OF THB CI:NTRAL BERVICll COST
ALLocATION PLANs

The central service cost allocation pla.n
will Include all central service costs that
will be claimed (either as a billed or an allo-
cated coat) under Federal awards and will be
documented as described In section E. COBtl!
of central services omitted n-om the plan
will not be reimbursed.

D. BUlllOIlBION REQ11IRElomNTS

1. Each Btate will Bul:mlt a p1a.nto the De-
partment or Health and Human Services for
each yes.r In wbloli It cl&1JnBce:otral service
ceets under Federal awards. The plan ebould
Include (a) a projection of the next year's al-
ioeated central sernce oost (based either on
actual costs for the most recently completed
year or the budget projection Corthe com1Ilg
year), and (b) a reconcll1a.tion of actual allo-
cated central service costs to the estimated
costs used tor either the most recently eom-
plated year or tbe yea.r imlnedia.tely pre-
ceding the most recentlY completed year.
2. Eacb major local government is also re-

quired to 6Ubmit a. plan to its cognls&nt
agency tor indireCt costs annuallY.
3. All other local governments cl&1mJ.ng

central service costs muat develop a plan in
accordance with the requirements described
In tbiB Part and maintain the plan and re-
lated supporting documentation for audit.
These local governments are not required to
submit their plana CorFederal approval un-
less they are speclfIca.lly requested to do so
by tbe cognizant agenoy for indirect costs.
Where a local government only receives
funds &sa Bubrecipient, the pass-througb en-
tity will be responsible for monitoring the
subrec1pient's plan.
4. All oentral service cost allocation plans

will be prepared and, wbsn required, sub-
mitted within aU months prior to the begin-
DiDgof e&chof the governmental DDit's fis-
cal yem in which It Jl!'oposesto claim cen-
tral servioe costs. Eztensions may be grant,..
ed by the cogDizant agency for indlreot costs
on I. case-by-case basis.

E. DOCUMENTATION REQUJREYRNTS FOR
SUBJ4J'l"l'I1D PLANS

The documentation requirements described
In this section may be mod11ied,expanded, or
reduced by tbe cogn1sant agenoy for 1nd1rect
costs on a case-by-case b&a1B.For example,
the requirements may be reduced for those
central services wbich bave little or no tm-
pa.ct on Federal awa.rds. ConverselY, if a re-
view of a plan indicates that certain addi-
tional information lBneeded, and will likelY
be needed In future years, it may be ron-
tinelY requested In future plan submiBeions.
Items marked with an asterisk (*) sbould be
submttted only once; subsequent plans
should merely Indicate any ehangea since the
last plan.

Pf.200,App.V
1. GeneYal

All proposed plans muet be acccmpanied by
the following: an organtzation chart suffi-
cientlY detailed to show operations including
the central service activities of the state/
local government wbether or not \bey are
shown as benefitting tram central service
functions; a copy of the Comprebensive An-
nual Fluanctal Report (or a copy oUbe Exec-
utive Budget if budgeted coats are being pro-
posed) to support the allowa.ble coste of eacb
central service activity lucluded in the plan;
and, a certification (see subeectton 4.) that
the plan was prepa.red lu AQOCrda.n08with
this Part, conta1n6 only allowable eoete, and
was prepared in a manner that treated simi-
lar costs consistently among tbe various
Federal awards and between Federal and
non-Federal awards/actlvltiee.

2. AUooated Central Seroices

For each alloc&tion central service", the
plan must also luclude the following: a brief
description of the service, a.n identification
of the unit rendering the service and the op-
erating agencies receiving the service. the
ltema of expense lucluded in the cost of the
service, t.be method used to dtBtrtbute the
cost of the service to benefitted agencies,
and a summary scbedule showing the alloca-
tion of each service to the spec11'lcbenefitted
B4renciee. If any &elf-insurance funds or
Q1ngebenefits coste are treated as allocated
(rather than b1lled) central services, docu-
mentation discu88ed In sublections 3.b. and
c. must alBobe Inoluded.

3. BlUed SeT1Jic~

a. General. The information described in
this section must be provided for all b1lled
central services. including luternal service
funde, eelf-inBur&.Dcefunds, and fringe ben-
efit tunds.
b. Internal servloe funds.
(1) For each interoal service fund or simi-

lar activity with an operating budget of Sii
mIlllon or more, the plan must include: a
brief description or each service; a balance
sheet for eacb fund baaed on ludivldual ac-
counts contained in the governmental unit's
accounting system; a revenue/expenses state-
ment, with revenues broken out by source,
e.g., regular blll1ngs, Interest earned, etc.; a
listing of all ncn-opere.ting transfers (as de-
fined by Genera.lly Accepted Aocountlng
Principles (GAAP» Into and out of the Cund;
a description or the proeedures (method-
ology) used to charge tbe costs of eacb serv-
ice to users. inoludlng how billing rates are
determlued; a achedule of current rates; and,
a Bcbedulecomparing total revenues (includ-
Ing imputed revenues) generated by the serv-
ice to the allowable COIItsor the servioe, as
determined under this Part, with an expla-
nation of bow vartancea will be bandled.
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(2) Revenues must consist of &ll revennee
generated by the service, including unbilled
and uncollected revenuaa. If some usere were
not billed for the sarv1caa (or were not billed
at the fllll rate for th&t c.laB&of users), a
schedule ahow1Ilg the full lmputed revenues
lLI!8oclatedwith t.haa8 UBere must be pro-
vided. Ezpensee must be broken out by ob-
ject cost ca.tegoriell (e.g., 1lAl&rl~, Ilupplies,
etc.).
c. Self-insurance tund8. For each self-maur-

ance fund, the pla.n muat Include: the fund
bala.nce sheet; a stetement of revenue and
exPBnBesincludJng. a summary of b1ll1ngs
and claims paid by &&"ency:a listing of all
non-oper&ting tranaferB into and out of the
fund; the type(ll) of rtek(s) covered by the
fund (e_g., automobile liabUlty, workers'
compensatdon, etc.); an e%lIlanation of how
too level of fund contributions are deter-
mmed, including a copy of the current actu-
arial report (with the actuarial lLI!8umptions
used) i1 the contributions are determined on
an actuarial bu1s; and, a deBCrtption of the
proceduree \l8M to charge or allocate fund
contributions to benefitted activitiee. Re-
serve levale III exC888of claims (1) submitted
and adjudJca.tad but not paid, (2) 8ubmitted
but not adjudica.tad, and (3) IIIcurred but not
submitted must be identlfied and explained.
d. Fringe benefits. For triDge benefit costs,

the plan must IIIclude: a listing of frtnge ben-
efits provided to covered employees, ILIldthe
overall annual cost of each type of benellt:
current fringe benefit policies; and proce-
dures used to charge or allocate the costs of
the benefits to benefitted activttiaa. In addJ-
Uon. for pension and post-retirement health
insurance pla.ns, the followlIlg information
must be provieled: the governmental unit's
funding policies, e.g.• legislative billB, trust
agreements, or state:-mandated oontribution
rules, if dJrrerent trom actuarially deter-
mlIled ra.tes; the pension plan's costs acorued
for the year; the &mount funeled, and date(e)
of funding; a copy of the current a.ctuarial
report (inclucl1ngthe aotuar1alassUJDptiOnB):
the plan trustee's report; a.nd, a schedule
trom the a.ctivity ahowing the value of the
interest cost associated with late ttmdlng.

i.RequiTed Certification

Each central service cost &lloca.tion pla.n
will be accompanied by a cert1fication in the
following form:

CERTIFICATE OF COSTALLOCATION
PLAN

This is to oertify that I have reviewed the
coat allocation pla.n submitted herewith and
to the best ofmy knowledge a.ndbelief:
(1)All costs IIIcluded in this proposal [iden-

tify date 1 to eetabl1ah cost allocations or bll-
IlngS for [identitY period covered by pla.n]are
a.llowable in accordanoe with the require-
ments of this Part and the Federal awa.rd(a)

2 CFR Ch. II (1-1-15 Edition)

to which they apply. Unallowable costs have
been acIJusted for In alloca.tlng costs as IIldi-
cated in the cost allocation plan.
(2) All coste Included in this propoaal are

properly allocable to Federal awa.rd.&on the
buiB of a benefiCial or causal relationship
between the expenses lnourred a.nd the Fed-
eral awards to which they a.re alloca.tad in
a.ccordance with applicable requirements.
Further, the same costs th&t have been
treated lUi in41rect ooste have not been
cla.1med a.e direct eosta. 81m1la.r types of
costs have been accounted for consistently.
I decla.re that the foregoing is true a.nd cor-
rect.

Governmental Unit:
Signature:
NlLlI1eof Orncid:
Title: _
Date of ElCecutlon:

F. NEGOTIATION AND ApPROVAL OF cm."TRAL
SERVICEPLANS

1. Fedual Cognizant Auencli for IndiTect Costs
Arrignmentl for Cost Negotiation

In general, unle8B different arr&DIl"ements
are agreed to by the concerned Federal agen-
cies. for central service cost allocation
plans, the cognizant agency responslble for
review and approval is the Federal agency
with the largest dollAr vaJue of total Feeleral
awards with a governmental unit. For inell-
reet oost ra.teB and depa.rtmental indirect
cost alloca.tion pla.ns. the cogn1sa.nt agency
ill the Federal agency with the Iargaat dollar
value of direct Federal awards with a govern-
mental unit or component, a.e appropriate.
Once designated a.e the cognisant agency for
indirect costa, the Federal agenCYmust re-
main 80 for a period of five yea.re. In addi-
tion, the following Federal agencies continue
to be responsible for the 1n4icateel govern-
mental entities:

Department of Health and Human Servtce3-
PubliC a.esistance a.nd state-wiele cost aUoca.-
tion plans for all states (inclu41ng the Dia-
trict of Columbia a.nd Puerto Rico), state
and local hospitals, libraries a.ndhealth ells-
triots.

Department of the Intel'tor-lndian tribal
governments, terrttortal governments, and
state a.nd local pa.rk and recreational dis-
tricts.

Department of Labor-State and local labor
elepartmente.

Department of Education-School districts
anelstate a.ndlocal education agencies.

Department of Agriculture-State and local
agriculture departments.

Department of Trll7UJlOrtation-State and
local airport a.ndport a.uthoritie8 and tra.nsit
districts.

Department of Commerce-State and local
economic development districts.
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Department of HouBing and Urban Develop-
men~tate and local housing and develop-
ment districts.

EnviTonmental Protection Agencv-State and
local water and sewer districts.

2. Review
All proposed oentral service coat allocation

plans that are required to be lIubmitted will
be reviewed, negotiated. and approved by the
cogn1za.nt 8.l"eDcyror lnd1rect coets on a
timely baels. The oogn1z&ntagency ror indi-
rect coeta will review the propoeai within sa
months of receipt of the propoea.l and either
negotiatet'approve the propoeal or advise the
government&! unit of the additional docu-
mentation needed to support/evaluate the
proposed plan or the Chang88 required to
make the propoea.l acceptable. Once an
agreement with the government&! unit has
been reached, the agreement will be a.ccepted
anll UIIedby all Federal agencies. unlllllllpro-
hibited or limited by statute. Where a. Fed-
er&! awarding agency ha.Breason to believe
that special opera.ting factors affecting its
Fedenl awards necessitate special constder-
•.tton, the l'tmd1Dgagency will. prior to the
time the ple.ns ue negotiated. notify the
cognlzant agency Corindirect costs.

3. Agreement

The resulte of ea.ch negoti&tion must be
formal1zed In a written agreement between
the cogn1za.nt agency for Indirect coste and
the governmental unit. This e.greement wlll
be subject to re-open1DgIf tbe agreement is
8ubeequently found to viola.te a statute or
the lnform&tion upon which the plan wa.sne-
got1a.ted is later found to be materially in-
complete or inaccurate. The results of the
negotiation must be made available to all
Federal agencies for their use.

4. Adju.tments

Negoti•.ted cost allocation plans baaed on a
proposa.l later round to have included costs
that: (a) are unallowable (1) a.s specified by
law or regulation. (11)as identified In subparL
F. Genera.l Prov1sioI18for selected Items of
Cost of this Put. or (Ui) by the terms and
conditions of Felleral awards. or (b) are unal-
lowable because they are clearly not I.Uo-
cable to Federal awards. must be adjusted. or
a. refund must be made Potthe option of the
cognlzant agency for Indirect costs. includ-
Ing earned or imputed Interest from the date
of transfer and debt intereet. if a.ppl1cs.ble.
cba.rgeable In accordanee with applicable
Federal cogniza.nt agency for"indirect ooets
regulations. Adjustments or ca.sb refunds
may include. lot the option of the cogn1za.nL
agency for Indirect costa, ep.!"nedor Imputed
Interest from the date of eXpenditure a.ndde-
I1nquent debt interest. if a.ppl1cable.charge-
able In accordance with appl1cable cogn1za.nt
agency claims collection regulations. These

Pt_200, App. V

a.djustments or refunds &rI3 designed to cor-
reot tbe plane and do not constitute a re-
opening of the negotiation.

G. 0THlilR POLICIES

1. Billed Central ServiCl! Activities

Ea.ch billed centra.l service activity must
separately 8.CCOuntfor all revenues (includ-
Ing imputed revenues) generated by the serv-
ice. expensee incurred to f'IIrDiBhthe service.
a.ndprofitlloes.

2. Working Capital Re&erpu

Internal service funds are dependent upon
a. reasonable level ot working ca.p1tal reserve
to operate from one llill1Dgcycle to the next.
Charges by an intern&! service act1vity to
prov1de Cor the eetabli&hment and mainte-
nance at a reasonable level of working cap-
ital reserve. In addition to the full recovery
of ooeta, are allowa.ble. A working ca.pital re-
serve a.spart of ret&ined earnJnge of up to 60
calenda.r days cash expenses for normal oper-
ating purPOBellis considered reasonable. A
working ca.pital reserve exceeding 60 cal-
enda.r days may be approved by the cog-
nizant agency for indirect costs In excep-
tiona.l CB88l!.

3. CarTJI-Forward Adjultments of Allocated
Central Service Oosts

Alloea ted central service costa are 118ua.lly
negotiated and a.pproved for a future f1Bca.l
yea.r on a. "fixed with carry-forward" bws.
Under this procedure. the fixed amounts for
the future yea.r covered by agreement are
not subject to adjustment for that year.
However. wben the a.ctaal costs of the ye&r
involved beoome known. the dUlerencee be-
tween the fixed amounte previoualy approved
and the a.ctua.l costs will be ca.rr1ed forward
and used as an adjastment to the fixed
amounts established Cor a later year. This
"carry-forward" procedure appli8l!to all cen-
tral services whose costs were fixed In the
approved plan. However. Pooa.rry-forward ad-
justment is not permitted. for a.central serv-
Ice a.ctlvlty that wu not Included in the ap-
proved plan. or for une.llcwa.ble coets that
must be reimbursed Immediately.

I. Adju.nments of Billed Central Services

Billing rates used to cha.rge Federa.l a.wa.rds
must be based on the eat1ma.tedcosts of pro-
viding the services. including a.n estimPoteof
the allocable central service costs. A com-
pa.r1son of the revenue generated by each
billed service (including total revenues
whether or not billed or collected) to the ac-
tu.s.l allowable costs of the service will be
ma.de at least annul.lly. and an adjustment
will be made for the difference between the
revenue and the allowable coste. Tb8lle ad-
justments wlll be made through one of the
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following &djustment methods: (a) a caab re-
fund includ1Ilg earned or imputed interest
from the date of tra.ns!er and debt Interest, If
applicable. chargeable in accordance with
appl1cable Federal cognizant agency for lDdi-
reet costs regulations to tbe Federal Govern-
ment for the Federal &bare of the adjuslr-
ment. (b) credits to the amounts charged to
the lDdividual programs. (c) adjustments to
future bllliDg ratss, or (d) &djustments to al-
located centr •.l service costs. Adjustments to
a.llocated oentral services will not be per-
mitted wbsre the tota.! amount of the adjust-
ment for a partioular llervice (Federal llbare
and non-Federal) &bare exceedl! S6OO.000. Ad-
justment methOdSma;v lDclude, a.t the option
of the oognizant agency. earned or imputed
interest from tbe date cr e:pendi tore and de-
linquent debt lDterest. if appllcable, charge-
able in accordance with appl1cable cogn1za.nt
agencYcla1mBcollection regulations.

5. Record.! Retention

All central service cost allocation plans
and related documentation used as a basis
for olaiming costs under Federal awards
must be retained for audit In acccrdaace
with the records retention requirements con-
ta1ned in Subpart D-Post Federal Award
Requ1rements. of Part 200.

6. Appeals

If a dispute arises in the negotiation of a
plan between the cogn1za.nt agancY for indi-
rect costs and the governmental unit, the
dispute must be resolved in accordance with
the appeals prooedurea of the cogniza.nt
agency for indirect coste.

7. OMB Assistance

To the extent that proble1D8are encoun-
tared among the Federal agencies or govern-
mental unitl!in connection with the negotia.-
tion and approval process, OMBw1ll lend as-
sistance, as required, to resolve euch prob-
lems In a timely manner.

APPENDIXVI TO PART 200-PUBLYC
ASSISTANCE COST ALLOCATION PLANS

A.GENERAL
Federally-llnanced programs administered

by stAte public a.as1Btanceagencies are fund-
ed predominately by the Department of
Health and Human Services (BBS). In sup-
port of itl! etewardablp requirements, BRS
bas published requlrements tor the deTBlop-
ment, documentation, subm1sa1on. negotia.-
tion, and approval of public assistance coat
allocation pla,nBIn Subpart E of ~ OFR Part
95. All adm1Ilistrative coats (direct and indi-
rect) are normally charged to Federal awards
by implementing the publ1c assistance cost
allocation pllLI1.Th1eAppendix extends these
requirements to all Federal a,wardlng agen-
cies wbose programs are &.dmlnistered by a

2 CFRCh. II (1-1-15 Edition)

state public assistance agency. Major feder-
ally-ftna.noed programs typically adm1n1e-
tered by state public 8.ll8iBtanceagencies in-
clude; Temporary Aid to Needy Fa.m1liee
(TANF). Medicaid. Food Stamp&. Child Sup-
port Enforcement, Adoptton .A.ss1stanceand
Foster Care. &I1d SocW Servicell Block
Grant.

B. DEFiNITIONS
1. State pu/Jlic as.nsta1lCle agency mea.ns a,

state agencY administer1JlK or supervising
the administration of one or more public a.&-
Ilista.nce proerame operated by the at&te as
identified in Subpart E of 45 eFR Part 95.
For the purpose of tb1BAppendix. th88Bpro-
gramll include all programs &dm1n1steredby
the stAte public ue1atance agency.

2. State pulIlic IUmtance agency CO&t.I means
all costs incurred by, or a.lloca.ble to, the
state public assistance agency, except ex-
penditures for financial assistance. medical
contractor payments, food stamps, and pay-
mants for services and goods provided di-
rectJy to program recipients.

C. POLICY
StAte public assistance agencies will de-

velop, document a.nd implement, and the
Federal Government will review. negotia,te.
and approve, publlc assistance cost a.lloca-
tlon p1an&In accordance with Subpart E of 45
OFR Part 95. Tbe plan w1ll include all pro-
grame adm1n1stered by the state public &6-
sistance Mency. Where a letter of approval
or disapproval is transmitted to a,eta.te pub-
11c assistance agency in accordanoe with
Subpart E, the letter will apply to all Fed-
eral agencies and progra.m8. Tbe rema1n1ng
sections of thiB Appendix (except for the re-
quirement {or cert1floation) Il11D1lI1&rlze the
prov181onsof Subpart E of 4~CFR Pa,rt 96.

D. SUBMISSION, I>OCl1NENTATION, AND AP-
PROVAL OJ' PUBLIC ASSIS'I'ANCECOST ALLO-
DATIONPLANS

1. StAte publ1e a.ssiBtance agencies are re-
quired to promptly eubmit amendments to
the cost allocation plan to BBS Cor review
and approval.
2. Under the coordination process outJined

in section E, Review of Implementation of
Approved Plans, &fleeted Federal agencielS
will review all new plans and plan amend-
menta and provide comments, as a.ppro-
prtate, to HHB.The effective date of the plan
or plan amendment will be the llrlIt day of
the calendar quarter following ths event
that requ1red tbe amendment. unlll8B an-
other date is BPeotncally approved by BRS.
HHS. as the cognizant agency for indirect
coets act1Ilg on behalf of all affected Federal
MancleR, will, as neceB8lLrY,conduct negotia-
tions with the state pllbllc assistance agency
and w1ll inform the state agencY oC the ac-
tion taken on the plan or plan amennment.
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E. REvIEWOFIMP1JClIENTATIONOF.APPBOVED
PLANs

1. Since publ1c 8.lIlllstance cost IIJloca.tion
plans are of a narrative nat-are. the review
during the plan approval proC888cOnllists of
evllJuating the appropriatenees of the pro-
posed groupings of coati! (cost centers) and
the related &!location b&ees. As such, the
Federal Government needs some 8.lIllnrance
that the cost allocation plan baa been imple-
mented as approved. Tb1s 18accompl1l1hedby
revtews by the Federal award1Dg agencies,
single audita. or audits conducted by the the
cogn1zaDtagency for lndI.rect coste.

2- Where inappropriate cbargll8 affecting
more than one Federal awarding agency are
Identified. the cognIzant HRS cost negotia-
tion omce will be a.dv1Bedand w1ll take the
lead 1n resolving the lsBue(e)&llprovided for
in subpti.rt E oC46 CFR Part 95.
S. If a dispute ari8e8 In the negotiation of

a plan or from a dieallowance involving two
or more Federal awarding agencies. the dis-
pute must be resolved in accordance with the
a.ppealsprocedures Bet out In 46 CFR Part 16.
Disputas Involving only one Federal award-
Ing agency will be reeolved In acoordance
with the Federal awarding agency's appeal
procees.
4. To the extent tha.t problems are encoun-

tered among the Federal awarding agencies
or governmental units in connection w1th
the negotiat10n and approval process, the Of-
fiee of Management and Budget w1ll lend &11-
slBtance. as required, to resolve such prob-
lems in a timely manner.

F_ UNALLoWABLECOSTS
Claim8 developed under approved cost allo-

cation plans will be based on allowable costs
as Identified in th1s Part_ Where unallowable
costs have been claimed and reimbursed.
they will be ref'unded to the program that re-
Imbursed the unallowable cost using one of
the following methods: (a) a ca.sh refund. (b)
oUset to a subaequent cla.im, or (c) credits to
the amounts oharged to individull.l FederllJ
awarde. CaBb retunds, oUsetl!. and credi ts
may include at the option of the cogniza.nt
agency for Indirect cost. earned or imputed
interest from the data of expenditure and de-
linquent debt interest, If applicable, charge-
able in accordance with applicable cogniza.nt
agency for indirect cost cla1ms collection
regulations.

APPENDIX VII TO PART ~TATES AND
LOCAL GoVERNlolENT A}I,"J) INDIAN
TRIBE INDIRECT COST PRoPOSALS

A. GENIlRAL
1. Indirect costs are those that have been

incurred for common or joint purposes.
Tbese coste benefit more than one cost ob-
jective and cannot be read1ly identified witb
a. particular final cost objective without eC-

PI. 200. App. VII

fort dll!proportlonate to the results achieved.
.After direct costs have been detenn1ned and
aeslgned directly to Federal awards and
otber activities as appropriate, Indirect costs
are tbose remaining to be &!located to bene-
ll.tted cost objectives. A cost may not be al-
located to a Federal award &II an 1ndll'eCt
cost if any other cost incurred for the same
PUl']lOlle,In like ciroumstances, bas been as-
8lgned to a Federll.l award as a direct cost.
2. Indirect costs include (a) the indirect

costs originating in each department or
agency of the governmental unit ca.rrylDg
out Federal awardz; and (b) the coats or cen-
tral governmental services distributed
through the central service cost allocation
plan (as descrl.bed in Appendix V to Part
200-Statefi.ocal Government and ind1B.n
Tribe-Wide Central Service Cost Allocation
Plans) and not otherwise treated as direct
costs.
S. Indirect costs are normally charged to

Federal a.wards by the use or an indirect cost
rate. A separate indirect cost rate(s) 18UBU-
&!lynecessary for each department or agen-
cy of the governmentll.l unit claiming indi-
rect costs under Federal awards. Gutdel1ne:s
and 1llUStr&tiODBof Indirect cost proposale
are provided in a brochure publfshed by the
Department oC HellJth and Human Services
entitled "A Gutde for Statu and Local Govern-
ment Agencies: COlt Principles and Procedures
lOT Establishing Cost AUocation Plans and Indi-
rect Coat Ratu for Grants and ContTacts tDith
the Fe4tral Government." A copy oC this bro-
enure may be obtained from the HHS Cost
Allocation Services or at their Web site at
https:llrates.psc.l1(1).
4. Because of the diverse cha.racterlBtlcs

and accounting practloss of governmental
units, the typee or coste which may be clllBll1-
ned as indirect costs cannot be spec1fied In
all Il1tuatiODB_However, typ1c11.lexamples or
ind1rect coats may inclnde certain state!
locll.l-wldecentral service costs. general ad-
min1Btratlon oC the non-Federal entity ac-
counting and personnel services performed
within the non-Federal entity, depreciation
on buUdlngBand equipment, the costs of op-
erating and maintaining faoll1t1es.
Ii. Tb18 Appendix d088 not apply to state

public asIl1etance agencies. Tbese agencies
Bbould refer 1nBtead to Appendix VI to Part
200-Public Alls18tance Cost Allocation
Planll.

B. DBFUlITlONB
1. Base means the accumulated direct costs

(norm&lly either total direot salaries and
wages or total direct coste exclu81ve of any
extraordinary or d18tortlng expenditW'es)
used to distribute indirect costs to indi-
vidual Federll.l awardll. Tbe direct cost base
sereoted Bbould result in each Federll.l award
bearing a fair Bbare of the indirect costs In
reasonable relation to the benefits reoe1ved
from the costs.
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2. Base peTiod for the alloca.tion of indirect
coste 18the period In which such coste are In-
curred and a.ccumul&ted for allocation to ac-
tivities performed in that period. The base
period normally sbould coincide with the
governmental unit's fiscal year, but in a.ny
event, must be 60 BBlectedas to avoid inequi-
ties in the alloca.tion of costs.

S. Cognizant ag/l1lCl/ for tnlfirect cola means
the Federal a.gency re8])Onslblefor reviewing
and approving the governmental unit'. indi-
rect coet rate(e) on the behalf of the Federa.l
Government. The cogn1za.nt agency for indi-
rect coete lLIl8ignmentIs described in Appen-
dix V. section F, Negotiation a.nd Approval
of Central Service PIa.na
4. Final rate means an 1nd1rect cost ra.te a.p-

pl1ca.ble to 8. spec111edpa.st period which is
based on the a.ctual allowable coste of the pe-
rtod, A final audited rate Is not Ilubject to
e.dju8tment.

5. PlJ:ed rate means an indirect coet rate
which bas the same obaracteristics as I. pre-
determined rate, except that the difference
between the estimated C06tIl and the a.ctual,
allowa.ble coste of the period covered by the
rate 18 ca.rried forward as an a.djustment to
the rate computation of a subsequent period.
6. Indirect coat pool 18 the accumulated

coste that jointJy benefit two or more pro-
grams or other cost objectives.
7. Indirect c03t rate is I. device for deter-

mining In a reasonable ma.nner the propor-
tion of Indirect coste each provam should
bea.r. It is the ratio (expreesed &.8 a percent-
age) of the Indirect coste to I. direct cost
baBe.
8. Indirect co,l rate 9l'qposal means the doc-

umentatdon prepared by I. governmental unit
or subdivision thareof to 8ubstantiate ite re-
quest for the Betabl1Bhment of an Indirect
cost rate.
9. Predetennined rate means an indirect cost

rate, applicable to I. specified current or fu-
ture period, usually the governmental unit's
f1soaJyear. Tb1arate 16based on an est.1mate
of the coste to be Incurred durtng the period.
Except under very unusua.l c1rcumstancea, a
predetermined rate is not subject to adjust-
ment. (Beca.use of legal constra.1nts, pre-
determined rates are not permitted for Fed-
eral contra.cte; they m8.Y,however, be used
for grante or cooperative agreemente.) Pre-
determined rates may not be used by govern-
mental units that have not BubmJtted and
negotiated the rate with the cognizant agen-
cy for indirect coste. In view of the potent1&1
advantages offered by this procedure, nego-
tiation of predetermined rates for indirect
coste for a period of two to four years should
be the norm in those situations where the
cost experience and other pertinent facts
ava.1lable are deemed Bufl'1cientto BD8.blethe
parties Involved to rea.cb a.n informed judg-
ment as to the probable level of indirect
costs during the ensuing a.ccounting periods.

2 CFRCh. II (1-1-15 EdlHon)

10. Prol1i&lonal rot.! me8.DllI. temporary indi-
rect cost rate appl1cable to a specified period
which 16used for funding, interim reimburse-
ment, and reporting indirect coste on Fed-
eral awards pending the establ1ehment of a
"t1naI" rate for that period.

C. ALLOCATION OF lNDIJI.EC'I' COSTS AND
IllITERIIJNA T10N OF lNDIJI.EC'1' COST RA TEB

1. General

I.. Where a governmental unit's depa.rt-
ment or agency ha.e only one ma.jor function,
or wbere alli te major functions benefit tram
the Indirect costa to appronmatelY the ea.me
degree, the a.lloca.tion of indirect coets and
the computation of a.n indirect C06trate may
be a.ccompl1ehed tbrollgh Bimpl1f1eda.iloca.-
eion procedures &8 deecr1bed 111subsection 2.

b. Where a governmental unit's depart-
ment or agency bas several major functioJIB
which benefit from its indirect ooets in vary-
iJlg degrees. the a.lloca.tion of indirect coste
may require the accumulation of such costs
into separate cost eroupings which then are
allocated individually to beneflttad func-
tions by means of I. ba.ee which best meas-
urea the relative degree of benefit. The indi-
rect coste allocated to ea.ch function are
then d1Btr1buted to Indlvldna.! Federal
I.wa.rdBand other activities Included in that
function by means of an indirect cost rate(s).

c. Specific methode for allocating indirect
coste and oomputing indirect cost rates
along with the conditions under which eacb
method Bbould be used are described in sub-
sections 2, Sand 4.

2. Simplified Method

&. Where a Don-Federal entity'e major
functions benefit from ite indirect coste to
approximately the B8.IDedegree, the alloCl.-
tion of Indirect costs may be a.ccompl1shed
by (1) cl&eE1fYingthe Don-Federal entity's
total coste for the base period as either di-
rect or indirect, and (2) dividing the tot&! al-
lowable indirect coete (net. of applicable
credits) by an equitable d1strlbution baBe.
The result of tb1e proceee 16an Indirect COI!t
rate wbicb 18 used to d1str1bute indirect
coats to individual Federal award8. The rate
Bbould be expressed 88 the percentage which
the total amount of allowable Indirect coste
beats to the baBe selected. Th1s method
should &leo be used wbere a governmental
unit's department or agency bas only one
major function encomJlll8llinga number of in-
dividual projects or activities, and may be
used where the level of Federal I.wa.rdBto
that department or agency 15 relatively
small.

b. Both the direct oeste a.nd the indirect
costs must exclude capital expenditures and
una.llowable coste. However, unallowable
coste must be included In the direct coste if
they represent a.ctiv1tiee to which Indirect
costs are properlY allocable.
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c. The diBtribution base may be (1) total di-
rect costs (excluding capital expenditures
a.nd otber distorting lteIJUl, Buch as pallI!-
through funds, subcontracts in excess of
$25,000, pa.rtl.clpa.nt support coats, eto.), (2)
direct aalar1es a.nd wages, or (3) anotber base
whicb results In an equitable distribution.

3. Mvltiple Allocation Bale Method

a. Where a non-Federal entity's indirect
coets benefit its major functlOIll! in varying
degrees, sucb coetll must be acoumulated
1nto separa.t11cost group1nge. Each grouping
must tben be allocated individually to bene-
ntted functions by mea.ns of a baBe whicb
best measures the relative benefits.
b. The cost groupings lIbould be elltablillbed

so as to permit tbe allocation of each group-
ing on the basis of benefits provided to tbe
major funotions. Eaoh groupiDg lIbould con-
stltuts a pool of eXpeJllleBthat are of like
cha.r&cter in terms of the fUnctions tbey ben-
ent and in terms of tbe allocation base
which best me8.8Ul'6llthe relative benefits
provided to eacb function. The number of
separate group1ngs lIbould be held within
practical 11m1t11.taking Into coJl81deratlon
the ·materiallty of the amounte Involved and
the degree of preclalou needed.
c. Actual conditions must be taken Into ac-

count In selecting the baBe to be used in allo-
ca.ting the expenses in each ~uplng to ben-
efitted funotiOIll!.When an allocation ca.n be
made by asBipment or a coet grouping di-
rectly to tbe fUnction benentted, the alloca-
tion muet be made in tba.t manner. When the
expenses In a grouping are more genera.l in
nature, tbe allocation should be made
through tbe use of a.selected bue which pro-
duces :reeults that are equitable to botb tbe
Federal Government and the governmental
un1t. In general, any cost elemeDt or rela.ted
factor &Il8OC1a.tedwltb tbe governmental
un1t's activities Is potent1&lly adaptable for
use as an allocation base provided tbat: (1) it
can re&dily be expressed in tel'mIl of dollars
Dr other quant1tative measuree (total direct
costs. direct 8&1ar1esand wages, staff hours
appl1ed, square feet used, hours or Ull&i'e.
number of documents proeeaaed, population
served, aJld the 11ke),and (2) it 15 common to
tbe benefitted functions during tbe base pe-
riod.
d. Except where a special Indlreot cost

rate(s) is required in accordance witb para-
grapb (C)(4) of th1B Appendix, the eepe.rate
group1ngs of 1nd1rect costs allooa.ted to each
major funotion muat be aggregated a.nd
treated as a common pool for tbat fUnction.
The costs in the common pool must then be
d1strlbuted to individual Federa.l awards in-
cluded In that function by use of a 81ngle in-
direct cost rate.
e. The distribution base used in computing

tbe 1nd1rect 008t rate for eacb function may
be (1) total direct COBtI! (excluding oa.pltAlex-
penditures and other distorting items such

Pt. 200, App. VII

as pase-through funds, subawa.rds in exceee of
526,000, pe.rt1c1pa.nt eupport 008te, eto.), (2)
direct s&lar1eeand wages, or (3) a.notber base
which results in an equitable distribution.
An indirect 008t rate sbould be developed tor
each separate indirect COIltpool developed.
The rate in each ease lIbould be stated as the
percentage rela.tionBh1p between the par-
tioula.r indirect oost pool a.nd the distribu-
tion baBeidenUfied with tba.t pool.

4. SpecI4l Jndirect COlt BIltes

B. In some instanoes, a Blngle 1nd1rect cost
rate for all a.ct1vities of a nen-Federal entity
or for each major fUnction of tbe agency may
not be appropriate. It may not take into ac-
count tbose different factors which may sub-
stantially afCect the Indirect COIlteapplicable
to a partlcula.r program Dr group of pro-
grams. The r&ctorBmay Include the physical
loc&tion of tbe work, the level Of&dm1n1etra-
tive support required. the na.ture of the fa-
cilities cr other reeoarces employed, the or-
ganizational arrangements u.eed,or any com-
bina.tion thereof. When a particular Federal
award 1s ca.rried out in an environment
which appea.re to generate a aignUlca.ntly
dlfferent level of Indirect coste, provisions
lIbould be made ror a. separate 1ndirect cost
pool applicable to tba.t Federal award. The
separate indirect cost pool should be devel-
oped during the course of the regular alloca-
t10n proeesa, a.nd the separate Indirect cost
rate result1ng tberefrom sbould be used, pro-
Vided tba.t: (1) The ra.te differs BlgnUlca.ntly
!'rom the rate which would have been devel-
oped under paragra.pbe (C)(2) anel (C)(8) of
this Appendi:J<.and (2) tbe Federal award to
which tbe rate would a.pply is material In
amount.
b. Where Federal statutes restrict the re-

1mbursement of certain indirect coste, it
may be necessary to develop a specl&l rate
for the affected Federal 11ll'a.rd.Where a "re-
stricted rate" is requ!.red, the eame proce-
dure for developing a non-restricted rate will
be used except for the additional step of the
elimination from tbe ind1rect COlltpool th05e
costs ror which tbe law prohibits reimburse-
ment.

D. SUBNlSBION AND DocVl.IENTATION OF
PJIoPOBALll

1. Submission of Indirect Cost BIlte Proposal.'!

a. All depa.rtments or agenc1es of the gov-
ernmental unit des1r1ng to cla.im indirect
costs under Federa.l award!! must prepare a.n
Indirect cost rate proposal and related docu-
mentation to support tbose coeta. The pro-
po8&la.nd related documentation must be re-
ta.l.ned for audit In accordance with the
records retention requ1rements oontained in
1200.833 Retention Requ1rements for Records.
b. A governmental depa.rtment or agency

unit that receives more than S3limUlion in
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direct Federal funding ml1Btsubmit its indi-
rect cost rate proposal to Its cogn1za.ntagen-
cy for lDd1rect costs. Other ll'OVernmentelde-
partment or agency must develop an indirect
cost propoaal in accordance With the require-
ments or this Part and maintain the propoll8J
and related suPPOrting documentatiOD for
audit. These governmental depe.rtm.ents or
agenc1ee are not required to eubmit their
propoll8Js UIIleee they are apec111ca.llYre-
quested to do 80 by the cognizant agency for
indirect coats. Where a nOD-Federal entity
only receivea funda &8 a aubrec1pient, the
p&88-through entity will be responsible for
negotiating and/or monitoring the subrecipi-
ant's indirect costs.
c. Each Ind1&Dtribal government dee1ring

reimbursement of indirect coats mnst, submit
Its indirect cost propoll8J to the Department
of the Interior (its cogniza.nt agency for indi-
rect costs).
d. Indirect coat proposals must be devel-

oped (and, when required, submitted) within
six montbe a.fter the cl08e of the govern-
mentel unit's fiecal year, unl888an exception
it; approved by the cogniza.Dtagency for indi-
rect coats. If the proposed central eervice
cost allooation plan for the same period b&B
not been approved by that time, the indirect
cost propoll8J may be prepared Including an
amount for central slll'Viceathat it; balled on
the l&test federally-a.pproved central service
coat allocation plan. The difference between
these central service amounts and the
amounts ultimately approved will be com-
pensated for by an ad,ustment in a subee-
quent. period.

2. Documentation of ProposaU

The followiIlg muet be Included with each
indirect coat proposal:
••.The rates proposed, includinir aubsld1&ry

work abeets and other relevant data, cross
referenced and recenctled to the financial
data noted in subsection b. Allocated central
service coats Will be supported by the sum-
mary table included in the approved oentral
aervloe cost allocation pl&n. Th1Bsummary
table is not required to be submitted with
the indirect coat proposal if the central serv-
Ice coat allocation pl8.Dfor the same f1ecal
year b&Bbeen approved by the cognizant
agency for Indirect costs and Is av&ilable to
the funding agency.
b. A copy of the nnancial data (f1n&nclal

Bta.tements, comprehenelve annual financial
report, executive budgets, accounting re-
ports. etc.) upon which the rate Is balled.Ad-
jWltmants resulting from the use of
unaudited data will be recognized, where ap-
propriate. by the Federal cogn1Z&Dtagency
for Indirect costs In a Bubeequent propoll8J.
c. The approx1ma.te amount of direct base

coats incurred under Federal awards. These
costs should be broken out between &al&rles
and wages and other direct costs.

2 CFRCh. II (1-1-15 Edition)

d. A chart Bhowlng the organ1Y.tional
structure of the agency durtng the period for
which the propoll8J applies. along with a
functional statement(e) noting the duties
andlor responsibilities of all units that com-
prise the agency. (Once tbie is submitted,
only revisions need be submitted with subse-
quent propOB&le.)

3. Requit'ed certification.

Each indireot cost rate proposal mUllt be
accompanied by a certtncatlon in the fol-
lowing form:

CERTIFICATE OJ' INDIRECT COSTs

This is to certify that I have reviewed the
Indireot ooat rate FOposal submitted here-
with and to the best of my knowledge and
belief:

(1) All coste included in this proposa.l [iden-
tify date] to eeta.bll8h bUl1.ngor flnal indi-
rect costs rateB for [identify period oovered
by rate] are allowable in accordance with the
requirements of the Federal awa.rd(lI) to
which they apply and the prov1s1oneof this
Part. Unallowable costs have been adjueted
for In allocating costs as indicated In the in-
direct cost proposal
(2) All costs Ineluded in tbie propoeal are

properly allocable to Federal awardll on the
basis of a beneficlal or cauB&lrelationship
between the npenses incurred and the agree-
mente to which they are allOC&tedin accord-
ance w1th applicable requirements. Further,
the aame coats that have been treated as in-
direct costs have not been claimed as direct
ccste. 81m11ar types of coete have been ac-
counted for cone1Stently and the Federal
Government will be notified of any account-
ing ob&ngeathat would affect the predeter-
mined rate .
I declare that the foregoing is true and cor-
rect.

Governmental Unit:
Signature:
Name of Official:
Title:
Da.te of Execution:

E. NBOQTlATlO)l AND Al'PROVAL OF RATES.

1. Indirect cost rates will be reviewed, ne-
gotiated, and approved by the cognizant
agency on a timely ba.aie. Once a rate b&B
been agreed upon, it will be accepted and
U8ed by all Federal agen.cles unleBllprohib-
Ited or 11m1tedby statute. Where a Federal
awarding a.gency b&Breaeon to believe that
special operating factors affecting its Fed-
eral awardll nece85ltate 8pec1&1indirect cost
rates, the funding agency wID, prior to the
time the rates are nBll'ot1ated.notify the cog-
nizant agency for indirect coats.
2. The uae of predetermined rates, if al-

lowed. is encouraged where the cognizant
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agency for indirect costa h8.8re8.80II&ble 11.8-
suranoe b8.8ed on pa.at experience and reli-
able projection of the non-Federal entity's
costs, tba.t the rate 1anot likely to excsed a
rate based on actual coeta. Long-term agree-
ments ut!l1z1Dgpredetermlned rates extend-
ing over two or more years are encoura.ged.
where APpropriate.
3. The rBl!ults of ee.cb negotiation must be

formalized in a wrttten agreement between
the cogn1u.nt agency for Indirect coBt8 and
the governmenta.! unit. This agreement '11'111
be Ilubject to re-optming if the agreement is
subsequently found to violate a statute, or
the information upon wh1chthe plan Wa&ne-
gotiated 1e later COUDdto be materially in-
complete or lna.ccurate. The agreed upon
rates must be made AvaUable to all Federal
agencies for their use.
4. Refunds must be made it proposals are

later found to have included costs that (a)
are unallOWAble(I) asllpecifled by law or reg-
ulation, (11) 11.8Ident11iedin 1300.420 Consider-
ations for selected Items of cost, of this Part,
or (111)by the tenus and conditions of Fed-
eral awa.rds, or (b) are una.llowa.ble beoauee
they are clearly not allocable to Federal
awards. Theee adjustments or re1'tmde will be
made regardless of the type or ra.te nego-
tiated (predetermined, final, llxed, or provl-
sIODal).

F. OTHERPOLICIES

I.FnnueB~fitRares
If overall CriDgebenefit rates are DOt ap-

proved Corthe governmenta.! unit as part of
the central service coat alloca.tion plan,
these rates wlll be reviewed, negotiated and
approved for individual recipient agencies
during the indirect coet negotiation procese.
In theee ca.see,Aproposed tr1nge benefit rate
computatton Mould aooompa.ny tbe indirect
cost proposal. If frtnge benent rates are not
used at the recipient agency level (t.a., the
agency specifically Identtnes fringe benen t
costs to individual employees), the govern-
menta.! unit should 80 advise the cogn1za.nt
agency Cor1nd1rect costs.

2. Billed Service.'! Provided bJl the Recipient
.Aj;llmCY

In some ca.ses, governmenta.! departments
or agencies (oomponents or the govern-
mental unit) provide and bill Cor servtcee
s1mUar to those covered by oentral service
cost alloca.tion plB.n&(e.g.. computer cen-
ters). Where this occurs, the govemmenta.!
departments or agencies (components or the
governmenta.! unit)should be guided by the
requirements in Appendix V rele.tlng to the
development of billing rates and documenta-
tion requirements, and sbould advise the
cognizant agency for lndirect costs of any
bllled services. Reviews of these types of
services (including reviews of costlnglbllllng
methodology, profits or losses, etc.) w1ll be

PI, 200, App. VIII

made on a caee-by-caee buis as wa.rra.nted by
the ctrcumetancea involved.

3. Indirect Cost AllocaUons Not Using Bares

In certaIn eituatioDs, governmenta.! de-
partments or 8&'enclel!(components cr the
governmental unit). because of the nature of
their Federal a.wa.rde,may be required to de-
velop a coet allocation plan that distributes
indirect (and, in some caeea, direct) costs to
the speCific fundtng sourceS. In these caees, a
narrative cost. allocation methodology
should be developed. documented, main-
t.a.1Dedfor audit, or submitted. u •.ppro-
prlate, to the oogn1sant agency for indirect
costs tor review, negotiation, and approval.

4. Appeals

If a dispute arises in a negot1a.tlon of an in-
direct cost rate (or other rate) between the
cognizant agency for indirect coats and the
goverIlmenta.! unit, the dispute must be re-
solved in accordance wit.h the appeals proce-
dnres of the cogn1za.nt agency for indirect
ooste.

5. CoRection of Unallo1llable Oos($ and
ErrOfleO'lUl Paymen($

Coste speciflcally idllDtified 8.8 unallowable
and charged to Federal awards either di-
rectly or indirectly w1l1be refuDded (includ-
ing interest cbargeable in accordance with
applicable Federal cogn1zant agency for indi-
rect costs regulations).

6. OMB Allistonce

To the extent thAt problems are encoun-
tered among the Federal agencies or govern-
menta.! unita in connection with the negotia-
tion and approval procees, OMl3 w1l1lend 8.8-
slatance, as requlred, to reeolve such prob-
lems in a. timely manner.
{78 FR 78608, Dec. 36, 2013, 8.8 amended at 79
FR 75889, Dec. 19, 2014]

APPENDIXvm TO PART ~NONPROFIT
ORGANIZATIONS EXEMPTED FROM
SUBPART E-COST PRINCIPLES OF
PART 200

1. Advance Tecbnology Institute (ATI),
Charleston, South CArolina

2. Aerospace Corporation. EI Selr\lIldo, Cali-
fornia

3. Amerlca.n Institutes or Resea.rcb (AIR),
Washington. DC

4. Argonne National Laboratory. Chicago, D-
ltnols

b. Atomic Ca.sua.lty Commission, Wa.sb-
ing'ton, DC

6. Battelle Memorial Institute.
Headquartered in Columbus, Ohio

7. Brookhaven National Laboratory, Upton,
NewYork
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8. Charles Stark Draper Laboratory, Incor-
porated, Cambridge, MaasachuaettB

9. CNACorporation (CNAC),AlllD.Ildria, Vir-
g1II1B.

10. Bnvlronmente.l Institute of Michigan,
Ann Arbor, Michigan

11. Georgia lDSt1tute of Technology/Georg!a
Tech Applied Research CorporatiODlGeor-
gia Tech Reeearch Inatitute, Atlanta,
Georgia

12. Hanford Envtronmente.l Health Founda-
tion. Ricbland, Washington

l3. lIT Ra&earohInstitute, Chicago, Illinois
14. Inatltute of Gas Technology, Chicago, D-
linoia

16. Inatltute for Defense Analysis, Alexan-
dria., ViIYiIlia

16. LMI, McLean, Vi.-ginia
17. Mitre Corporation, Bedford, Ma.asa.cbu-
setts

18. Noblts, Inc .• Fall8 Church, Virginia
19. National Radiological Astronomy Observ-
atory, Green Bank, West Virginia

20. National Renewable Energy Laboratory,
Golden, Colorado

21. Oak Ridge A8Boc1atedUniversities. Oak
Ridge, Tennessee

22. Rand Corporation, Santa Momca., Cali-
forn1&.

23. Ra&earch Triangle 1nlltitute, Researoh
Triangle Park, North Caroltn&.

24. RiVllrllide Re8earch Institute, New York,
NewYork

25. Bouth Caroltna Research Authority
(SORA),Charleston, Bouth Carolina

26. Southern Research Inatltute, Bir-
mingham, Alabama

27. Southwest Research Institute, SaIl Anto-
nio, Texa.s

28. SRI International, Menlo Park, Calilorma
29. 8yracUI!B Research Corporation, Syra-
cuse, NewYork

2 CFR Ch. II (1-1-15 EdiHon)

30. Umvera1ties Research As&oclation. Incor-
porated (National Acceleration Lab), Ar-
gonne, Dltnois

31. Urban Inatttute. Washin&'tonDC
32. Non-profit bl8urance companies, BUch as
Blue Cross and Blue Shield Orga.n1za.tions

33. Other non-protlt OIYa.niz&tionsas nego-
tiated with Federal awarding agencies

AppENDIX IX TOPART 200-HOSPlTAL
COST PRINCIPLES

Baaed on initial feedbe.ck, OMBproposes to
establiBh a review proce88 to consider ex1llt-
ing boIlpltal cost determine how be8t to up-
date and align them with this Part. Until
aueh time as revl8ed guidance ia proposed
and implemented for hosplte.le, the exi8ting
principles located at 46 eFR Part 76 Appen-
dix E. entitled "Principles for Determining
Cost Applicable to Research and Develop-
ment Under Grants and Contracts with Bos-
pite.lB," remain in effect.

[78 FR 78608. Dec. 26. ~1l3, as amended at 79
FR 75889, Dec. 19, 2014]

APPENDIXX TOPART 200-DATA
COLLEm'lON FORM (FORM SF-SAC)

The Data Collection Form SF-BAC is
available on tbe FACWeb site.

ApPENDIXXl TOPART 2OO--COMPLlANCE
SUPPLEMENT

The compl1anoe Bupplement is available on
the OMBWeb alte: (e.g. for 2018 here http://
W1UW.tDhitehou,e.go1llomblciTcula.rs/)

PARTS 201-299 [RESERVED]
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2525GRANDAVENUE • LONGBEACH,CALIFQRNIA 90815 • (562)570-4000 • F,6J(:(562)57~049

CITY OF LONG BEACH
DEPARTMENT OF HEALTH AND HUMAN SERVICES

Health Information In Compliance With the Health Insurance Portability
And Accountability Act of 1996 (HIPAA) and the Health Information Technology

for Economic and Clinical Health Act (HITECH Act)

BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT CWAgreement")is made and
entered as of Jul'-j '? ,20~ by. and betwe.en
U~'I+-{J *1..5 \JrtivCul). \kJd-)t~b\jl. , \tv:, ,a (CLl.-tt,Yl,C,- rlCN1.f"LtJ-t"
[corporation, par:tAersl'lip, 'eb8},; whose business address is

cC\ ~ i\,e I' .l--V1 L(;y'I..t- ,l,. 0,og Ic
(hereinafter referred to as "Busin ss Associate"), and the CITY OF LONG BEACH, a
municipal corporation (hereinafter referred to as "City" or "Covered Entity").

WHEREAS, the City has a Department of Health that provides a multitude of
health care and related services; and

WHEREAS, in the course of providing health care and related services the City
obtains protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides
particular services to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate,
some of which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy and
provide for the security of protected health information in compliance with the Health
Insurance Portability and Accountability Act of 1996, Public Law 104-191 ("HIPAA"), the
Health Information Technology for Economic and Clinical Health Act, Public Law 111-
005 (the "HITECH Act"), and regulations promulgated thereunder by the U.S.
Department of Health and Human Services (the "HIPAA Regulations") and other
applicable laws.

NOW, THEREFORE, in consideration of the mutual terms covenants, and
conditions in this Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement
shall have the same meaning as those terms in the HIPAA RegUlations,
including the Privacy Rule and the Security Rule codified in Title 45,
Sections 160-164 of the Code of Federal Regulations, and under the
HITECH Act.

ATTACHMENT .!2 .
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Business Associate Agreement
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2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.
a. Non-disclosure. Business Associate agrees to not use or disclose

protected health information other than as permitted or required by
the Agreement or as required by law.

b. Safeguards. Business Associate agrees to use appropriate
safeguards to prevent use or disclosure of the protected health
information. Business Associate shall comply with the policies and
procedures and documentation requirements of the HIPAA
Regulations.

c. Mitigation. Business Associate agrees to mitigate, to the extent
practicable, any harmful effect that is known to Business Associate
of a use or disclosure of protected health information by Business
Associate in violation of the requirements of this Agreement.

d. Notice of Use or Disclosure, Security Incident or Breach. Business
Associate agrees to notify the designated privacy official of the
Covered Entity of any use or disclosure of protected health
information by Business Associate not permitted by this Agreement,
any security incident. involving electronic protected health
information, and any breach of unsecured protected health
information without unreasonable delay, but in no case more than
thirty (30) days following discovery of breach.
1. Business Associate shall provide the following information in

such notice to Covered Entity:
(a) The identification of each individual whose unsecured

protected health information has been, or is
reasonably believed by Business Associate to have
been, accessed, acquired, or disclosed during such
breach;

(b) A description of the nature of the breach including the
types of unsecured protected health information that
were involved, the date of the breach and the date of
discovery;

(c) A description of the type of unsecured protected
health information acquired, accessed, used or
disclosed in the breach (e.g., full name, social security
number, date of birth, etc.);

(d) The identity of the person who made and who
received (if known) the unauthorized acquisition,
access, use or disclosure;

(e) A description of what the Business Associate is doing
to mitigate the damages and protect against future
breaches; and

(f) Any other details necessary for Covered Entity to
assess risk of harm to individual(s), including
identification of each individual whose unsecured

ATI ACHMENT •.••.•~ ••.•.•.•.
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Business Associate Agreement
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protected health information has been breached and
steps such individuals should take to protect
themselves.

2. Covered Entity shall be responsible for providing notification
to individuals whose unsecured protected health information
has been disclosed, as well as the Secretary and the media,
as required by the HITECH Act.

3. Business Associate agrees to establish procedures to
investigate the breach, mitigate losses, and protect against
any future breaches, and to provide a description of these
procedures and the specific findings of the investigation to
Covered Entity in the time and manner reasonably requested
by Covered Entity.

4. The parties agree that this section satisfies any notice
requirements of Business Associate to Covered Entity of the
ongoing existence and occurrence of attempted but
unsuccessful security incidents for which no additional notice
to Covered Entity shall be required. For purposes of this
Agreement, unsuccessful security incidents include activity
such as pings and other broadcast attacks on Business
Associate's firewall, port scans, unsuccessful log-on
attempts, denials of service and any combination of the
above, so long as no such incident results in unauthorized
access, use or disclosure of electronic public health
information.

e. Reporting of disclosures. Business Associate agrees to report to
Covered Entity any use or disclosure of the protected health
information not provided for by this Agreement of which it becomes
aware.

f. Business Associate's Agents. Business Associate agrees to
ensure that any agent, including a subcontractor, to whom it
provides protected health information received from, or created or
received by Business Associate on behalf of Covered Entity agrees
to the same restrictions and conditions that apply through this
Agreement to Business Associate with respect to such information.

g. Availability of Information to City. Business Associate agrees to
provide prompt access to protected health information in a
designated record set to Covered Entity or, as directed by Covered
Entity, to an individual upon Covered Entity's request in order to
meet the requirements under 45 CFR § 164.524. If Business
Associate maintains an electronic health record, Business
Associate shall provide such information in electronic format to
enable Covered Entity to fulfill its obligations under the HITECH
Act.

h. Amendment of Protected Health Information. Business Associate

ATTACHMENT •.....• (._ .....
?. .~
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agrees to promptly make any amendment(s) to protected health
information in a designated record set that the Covered Entity
directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

i. Internal Practices. Business Associate agrees to make internal
practices, books, and records, including policies and procedures
and protected health information, relating to the use and disclosure
of protected health information received from, or created or
received by Business Associate on behalf of, covered entity
available to the Secretary of the U.S. Department of Health and
Human Services for purposes of the Secretary determining the
Business Associate's compliance with the Privacy Rule.

j. Reporting of Disclosures. Business Associate agrees to document
such disclosures of protected health information and information
related to such disclosures as would be required for the City to
respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with the
Privacy Rule, including but not limited to 45 CFR § 164.528, and
the HITECH Act.

k. Availability of Information to Covered Entity. Business Associate
agrees to promptly provide to Covered Entity or an individual
information collected in accordance with Section 2m of this
Agreement, to permit Covered Entity to respond to a request by an
individual for an accounting of disclosures of protected health
information in accordance with the Privacy Rule, including but not
limited to 45 CFR § 164.528, and the HITECH Act.

3. PERMITIED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.
Except as otherwise limited in this Agreement, Business Associate may
use or disclose protected health information to perform functions,
activities, or services for, or on behalf of, Covered Entity as specified in
this Agreement, provided that such use or disclosure would not violate the
Privacy Rule or the H ITECH Act if done by Covered Entity or the minimum
necessary pollcles and procedures of the Covered Entity. The specific
use and disclosure provisions are as follows:
a. Except as otherwise limited in this Agreement, Business Associate

may use protected health information for the proper management
and administration of the Business Associate.

b. Except as otherwise limited in this Agreement, Business Associate
may disclose protected health information for the proper
management and administration of the Business Associate,
provided that disclosures are required by law, or Business
Associate obtains reasonable assurances from the person to whom
the information is disclosed that it will remain confidential and used
or further disclosed only as required by law or for the purpose for
which it was disclosed to the person, and the person notifies the

ATTACHMENT i?: .
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business associate of any instances of which it is aware in which
the confidentiality of the information has been breached.

c. Except as otherwise limited in this Agreement, Business Associate
may use protected health information to provide data aggregation
services to covered entity as permitted by 42 CFR §
164.504(e)(2)(i)(B).

d. Business Associate may use protected health information to report
violations of law to appropriate federal and state authorities,
consistent with § 164.5020)(1).

4. PROHIBITED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.
a. Business Associate shall not use or disclose protected health

information for fundraising or marketing purposes.
b. Business Associate shall not disclose protected health information

to a health plan for payment or health care operations purposes if
the individual has requested this special restriction and has paid out
of pocket in full for the health care item or service to which the
protected health information solely relates.

c. Business Associate shall not directly or indirectly receive payment
or remuneration in exchange for protected health information,
except with the prior written consent of Covered Entity and as
permitted by law, including HIPAA and the HITECH Act. This
prohibition shall not effect payment by Covered Entity to Business
Associate.

5. OBLIGATIONS OF COVERED ENTITY.
a. Notification of Limitations in Notice of Privacy Practices. Covered

Entity shall notify Business Associate of any limitation(s) in its
notice of privacy practices of covered entity in accordance with 45
CFR § 164.520, to the extent that such limitation may affect
Business Associate's use or disclosure of protected health
information.

b. Notification of Change or Revocation of Permission. Covered entity
shall notify Business Associate of any changes in, or revocation of,
permission by individual to use or disclose protected health
information, to the extent that such changes may affect Business
Associate's use or disclosure of protected health information.

c. Notification of Restrictions. Covered Entity shall notify Business
Associate of any restriction to the use or disclosure of protected
health information that Covered Entity has agreed to in accordance
with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate's use or disclosure of protected health
information.

6. PERMISSIBLE REQUESTS BY COVERED ENTITY. Covered Entity shall
not request Business Associate to use or disclose protected health
information in any manner that would not be permissible under the Privacy
Rule if done by Covered Entity, except that this restriction is not intended

£:.
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and shall not be construed to limit Business Associate's capacity to use or
disclose protected health information for the proper management and
administration of the Business Associate or to provide data aggregation
services to Covered Entity as provided for and expressly permitted under
Section 3 (a), (b), and (c) of this Agreement.

7. TERM AND TERMINATION.
a. Term. The term of this Agreement shall be effective upon

execution, and shall terminate when all of the protected health
information provided by Covered Entity to Business Associate, or
created or received by Business Associate on behalf of Covered
Entity, is destroyed or returned to Covered Entity, or, if it is
infeasible to return or destroy protected health information,
protections are extended to such information, in accordance with
the termination provisions in this Section.

b. Termination for Cause. Upon either party's knowledge of a material
breach by the other party, the party with knowledge of the other
party's breach shall either:
1. Provide. an opportunity for the breaching party to cure the

breach or end the violation and terminate this Agreement if
the breaching party does not cure the breach or end the
violation within the time specified by the non-breaching
party;

2. Immediately terminate this Agreement if Business Associate
has breached a material term of this Agreement and cure is
not possible; or

3. If neither termination nor cure is feasible, the violation shall
be reported to the Secretary.

c. Effect of Termination.
1. Except as provided in paragraph (2) of this Section, upon

termination of this Agreement for any reason, Business
Associate shall return or destroy all protected health
information received from Covered Entity, or created or
received by Business Associate on behalf of Covered Entity.
This provision shall apply to protected health information that
is in the possession of subcontractors or agents of Business
Associate. Business Associate shall retain no copies of the
protected health information.

2. In the event that Business Associate determines that
returning or destroying the protected health information is
infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that make return or
destruction infeasible and shall extend the protections of this
Agreement to such protected health information and limit
further uses and disclosures of such protected health
information to those purposes that make the return or

AIT ACHMENT --.-.•.~ ... - ••-
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destruction infeasible, for so long as Business Associate
maintains such protected health infonnation.

8. ASSISTANCE IN LITIGATION OR ADMINISTRATIVE PROCEEDINGS.
Business Associate shall make itself and any subcontractors, employees,
or agents assisting Business Associate in the performance of its
obligations under this Agreement with the Covered Entity, available to
Covered Entity, at no cost to Covered Entity to testify as witnesses or
otherwise, in the event of litigation or administrative proceedings
commenced against Covered Entity, its directors, officers, or employees
based on a claimed violation of HIPM, the HIPM Regulations, the
HITECH Act, or other laws relating to security or privacy, except where
Business Associate or its subcontractors, employees or agents are named
as an adverse party.

9. MISCELLANEOUS.
a. References. A reference in this Agreement to a section in the

HIPM Regulations or the HITECH Act means the section as in
effect or as amended.

b. Amendment. The parties agree to take such action as is necessary
to amend this Agreement from time to time as is necessary for
covered entity to comply with the requirements of the Privacy Rule,
the Security Rule, HIPAA, the HITECH Act and other privacy laws
governing protected health information. Amendments must be in
writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations of Business
Associate under Section 6(c) of this Agreement shall survive the
termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to
permit Covered Entity to comply with the HIPAA Regulations and
the HITECH Act.

10. LAW. This Agreement shall be governed by and construed pursuant to
federal law and the laws of the State of California (except those provisions
of California law pertaining to conflicts of laws). Business Associate shall
comply with all laws, ordinances, rules and regulations of all federal, state
and local governmental authorities.

11. ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes
the entire understanding between the parties and supersedes all other
agreements, oral or written, with respect to the subject matter herein.

12. INDEMNITY. Business Associate shall protect, defend, indemnify and
hold City, its officials, employees, and agents (collectively in this Section
referred to as "City") harmless from and against any and all claims,
demands, causes of action, losses, damages, and liabilities, whether or
not reduced to judgment, which may be asserted against City arising from
or attributable to or caused directly or indirectly by Business Associate,
Business Associate's employees, or agents in the performance of the
duties under this Agreement or any alleged negligent or intentional act,

f-ATTACHMENT .......•..........
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omission or misrepresentation by Business Associate, Business
Associate's employees or agents, which act, omission or
misrepresentation is connected in any way with performance of the duties
under this Agreement. If it is necessary for purposes of resisting,
adjusting, compromising, settling, or defending any claim, demand, cause
of action, loss, damage, or liability, or of enforcing this provision, for City to
incur or to pay any expense or cost, including attorney's fees or court
costs, Business Associate agrees to and shall reimburse City within a
reasonable time. Business Associate shall give City notice of any claim,
demand, cause of action, loss, damage or liability within ten (10) calendar
days.

13. AMBIGUITY. In the event of any conflict or ambiguity in this Agreement,
such ambiguity shall be resolved in favor of a meaning that complies and
is consistent with HIPAA, HIPAA Regulations, the HITECH Act and
California law.

14. COSTS. If there is any legal proceeding between the parties to enforce or
interpret this Agreement or to protect or establish any rights or remedies
hereunder, the prevailing party shall be entitled to its costs and expenses,
including reasonable attorneys' fees and court costs, including appeals.

15. NOTICES. Any notice or approval required hereunder by either party shall
be in writing and personally delivered or deposited in the U.S. Postal
Service, first class, postage prepaid, addressed to Business Associate at
the address first stated herein, and to the City at 333 West Ocean
Boulevard, Long Beach, California 90802 Attention: Director, Health
Department. Notice of change of address shall be given in the same
manner as stated herein for other notices. Notice shall be deemed given
on the date deposited in the mail or on the date personal delivery is made,
whichever first occurs.

16. WAIVER. The acceptance of any services or the payment of any money
by City shall not operate as a waiver of any provision of this Agreement, or
of any right to damages or indemnity stated in this Agr~ement. The waiver
of any breach of this Agreement shall not constitute a waiver of any other
or subsequent breach of this Agreement.

17. CONTINUATION. Termination or expiration of this Agreement shall not
affect rights or liabilities of the parties which accrued pursuant to Sections
7,12 and 14 prior to termination or expiration of this Agreement, and shall
not extinguish any warranties hereunder.

18. ADVERTISING. Business Associate shall not use the name of City, its
officials or employees in any advertising or solicitation for business, nor as
a reference, without the prior approval of the City Manager or designee.

19. THIRD PARTY BENEFICIARY. This Agreement is intended by the parties
to benefit themselves only and is not in any way intended or designed to
or entered for the purpose of creating any benefit or right for any person or
entity of any kind that is not a party to this Agreement.

SAIT ACHM ENT •.....•••.•..•....
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IN WITNESS WHEREOF, the parties hereto have caused these presents to be
duly executed with all of the formalities required by law as of the date first stated herein.

\'~\I±tot ~~ \JL-i<'~lMl> 1'\ihcch"L-.hK,
(Name of Business Associate) ,

a e..a\i~n1(c,- \\<'VlR"'c~-+-
(corporation, partnership, iAei'/idual)

By '$w~
Title: 0=-Xi0.<..,:"ve V,UHLCfL

By lh~~ ;J;:

CITY OF LONG BEACH, a municipal
corporation

~ EXECUTED PURSUANT

B
e:--- J ~ TO SECTION 301 OF
Y ••••I=lli CiTY CHARTER.

City Manager or designee
Assistant City Manager

"City"

()/Ib'v The foregoing Agreement is hereby approved as to form thiseday of

~,20fh-.
CHARLES PARKIN, City Attorney

By ---*...,r-.~+4-1oF-r--------
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2525 GRAND AVENUE • LONG BEACH, CALIFORNIA 90815 • (562) 570-4000 • FAX: (562) 570-"1049

CITY OF LONG BEACH
DEPARTMENT OF HEALTH AND HUMAN SERVICES

CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds is
providing the certification as set out below:

1. The certification in this clause is a material representation of fact upon which
reliance was placed when this transaction was entered into. If it is later detennined
that the recipient of federal assistance funds knowingly rendered an erroneous
certification, in addition to other remedies available to the Federal Government, the
department or agency with which this transaction originated may pursue available
remedies, including suspension and/or debannent.

2. The recipient of Federal assistance funds shall provide immediate written notice to
the person to which this agreement is entered, if at any time the recipient of Federal
Assistance funds learns that its certification was erroneous, when submitted or has
become erroneous by reason of changed circumstance.

3. The terms "covered transaction," "debarred," "suspended," "ineligible,· "lower tier
covered transaction," "participant," "person," "primary covered transaction,"
"principal," ·proposal: and "voluntarily excluded," as used in this clause, have the
meanings set out in the Definitions and Coverage sections of rules implementing
Executive Order 12549,

4. The recipient of Federal assistance funds agrees by submitting this document that it
shall not knowingly enter into any lower tier covered transaction with a person who is
debarred, suspended, declared ineligible, or voluntarily excluded from participation in
this covered transaction, unless authorized by the department or agency with which
this transaction originated.

5. The recipient of Federal assistance funds further agrees by submitting this document
that it will include the clause titled "Certification Regarding Debarment, Suspension,
Ineligibility and Voluntary Exclusion - lower Tier Covered Transactions," without
modification, in all lower tier covered transactions and in all solicitations for lower tier
covered transactions.

6. A participant in a covered transaction may rely upon a certification of participant in a
lower tier covered transaction that it is not debarred, suspended, ineligible, or
voluntarily excluded from the covered transaction, unless it knows that the
certification is erroneous, A participant may decide the method and frequency by
which it determines the eligibility of its principals. Each participant may, but is not
required to, check the list of parties excluded from procurement or non-procurement
programs.

7. Nothing contained in the foregoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this
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clause. The knowledge and information of a participant is not required to exceed
that which is normally possessed by a prudent person in the ordinary course of
business dealings.

8. Except for transactions authorized under Paragraph 4 of these instructions, if a
participant in a covered transaction knowingly enters into a lower tier covered
transaction with a person who is suspended, debarred, ineligible, or voluntarily
excluded from participation in this transaction, in addition to other remedies available
to the Federal Government, the department or agency with which the transaction
originated may pursue available remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24
CFR Part 24 Section 24.510, Participants' Responsibilities require this certification.

1. The recipient of Federal assistance funds certifies that neither it nor its
principals are presently debarred, suspended, proposed for debarment,
declared ineligible, or voluntarily excluded from participation in this
transaction by any Federal department or agency.

2. Where the recipient of Federal assistance funds is unable to certify to any
of the statements in this certification, such participants shall attach an
explanation to this document.

Agreement Number:CM Ic'-\J Uq(,))ld')t)g Contract Agency: Un;{-<"c1 S:kJ-e3 Jl±~..tUloS b...fi ct:hv.«) he.

Name and Title of Authorized Representative: Juw.cJc, jJ:\MU E· 0-

3/0 ~ Ausv-~r s. Jail(
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2525 GRAND AVENUE • LONG BEACH, CALIFORNIA 90815 • (562) 670-4000 • FAX: (562) 570""'049

CITY OF LONG BEACH
DEPARTMENT OF HEALTH AND HUMAN SERVICES

CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s), as defined in the Los Angeles County Code Chapter
2.160 (ordinance 93-0031), retained by the Contractor, shall fully comply with the
requirements as set forth in said County Code. The Contractor must also certify in writing
that it is familiar with the Los Angeles County Code Chapter 2.160 and that all persons
acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County's
Lobbyist requirement shall constitute a material breach of the contract upon which the City
of Long Beach may immediately terminate this contract and the Contractor shall be liable for
civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies
Appropriations Act, known as the Byrd Amendments, and the Housing and Urban
Development Code of Federal Regulations 24 part 87, from using federally appropriated
funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, an officer or employee of Congress, or any employee of a
Member of Congress in connection with the awarding of any Federal contract, the making of
any Federal grant, loan or cooperative agreement, and any extension, continuation,
renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist
Requirements and that all persons and/or subcontractors acting on behalf of the Contractor
will comply with the Lobbyist Requirements.

Failure on the part of the Contractor or persons/subcontractors acting on behalf of the
Contractor to fully comply with Federal Lobbyist Requirements shall be subject to civil
penalties. The undersigned certifies, to the best of hislher knowledge and belief, that:

1. No Federal appropriated funds have been paid or will be paid, by or on behalf of the
undersigned, to any person for influencing or attempting to influence an officer or
employee of an agency, a Member of Congress, an officer or employee of Congress,
or an employee of a Member of Congress in connection with the awarding of any
Federal contract, the making of any Federal grant, loan or cooperative agreement,
and any extension, continuation, renewal, amendment or modification of said
documents.

2. If any funds other than Federal appropriated funds have been paid or will be paid to
any person for influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, an officer or employee of Congress, or an employee
of a Member of Congress in connection with this Federal contract, grant, loan, or
cooperative agreement, the undersigned shall complete and submit Standard Form-
LLL "Disclosure Form to Report Lobbying" in accordance with its instructions.
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3. The undersigned shall require that the language of this certification be included in
the award documents for all sub-awards at all tiers (including subcontracts, sub-
grants, and contracts under grants, loans, and cooperative agreements) and that all
sub-recipients shall certify and disclose accordingly.

4. This certification is a material representation of fact upon which reliance was placed
when this transaction was made or entered into. Submission of this certification is a
prerequisite for making or entering into this transaction imposed by SeCtion 1352
Title 31, U.S. Code. Any person who fails to file the required certification shall be
subject to a civil penalty of not less than $10,000 and not more than $100,000 for
each such failure.
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